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Senator O’Manoneyr. The committee will come to order. 
One of the important things that must be understood before this 
committee presents the military budget on the floor is precisely what 
the unobligated and unexpended balances are. 

It is unfortunate that there is too widespread a misconception in 
the Congress of the difference between appropriations and expendi- 
tures. The two things are utterly different, because appropriations 
are made to provide for the funds to meet current obligations as well 
as accumulated obligations, and expenditures are made not only out 
of the current appropriation bill but out of prior appropriations 
which were made to authorize the construction and delivery to the 
Department of Defense of military items that require months and 
sometimes years to construct. 

Senator Haypen. The problem would not be near as grave as you 
outlined it if we had not departed from the old system of contract 
authorization. 

Senator O’Manoney. Yes. And last year when this committee 
considered the bill it made a segregation of the funds to be expended 
during the fiscal year 1952 and funds to be expended thereafter. 
But on the floor it became apparent that that might create more 
misconception than confusion in making straight out cash appropria- 
tions, 
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But you will all remember that a very substantial part of the ap- 
propriation for the fiscal year 1952 was to be unexpendable during 
the fiscal year but to be available. 

Now, there is another unfortunate fact and that is that particularly 
a lot of people and some members of Congress seem to think that when 
appropriation is made, somehow or other the cash is piled up in-the 
Treasury behind a cashier’s window, waiting to be drawn and that 
it is indebtedness, whereas it is not. Much of it is to be paid for out 
of — income of the country when the deliveries are actually to be 
made, 


BUDGET ESTIMATES 


Now, the Bureau of the Budget, in making its estimates of expend- 
iture when the budget is filed with the Congress early in the year, 
must necessarily make guesses. We may call them educated guesses, 
but they are frequently wrong. I do not believe it is a matter of 
criticism of the error of the Bureau of the Budget or the Treasury 
Department or the Department of Defense that sometimes these est- 
mates are wrong. 

REVENUE 


In the past the Treasury has been rather ready to underestimate the 
revenue. The revenue in past years has consistently been greater than 
was estimated by the Treasury Department at the time. 

At the beginning of the year, the Finance Committee and the Ways 
and Means Committee have always used that fact as an argument for 
holding the tax rates down. On the other hand, the expenditures are 
frequently overestimated. The unfortunate fact this year, I think, is 
likely to be that maybe the Treasury estimate of revenue may be over 
rather than under the actuality for fiscal year 1953. But that remains 
to be seen. We know that some expenditures have been lagging. 

I have been trying to get the Comptroller of the Department of 
Defense and the Bureau of the Budget in agreement as to the figures 
as they now see them with respect to revenue and expenditures in the 
Department of Defense. 

Mr. McNeil, suppose you start. 


CONFLICTING DEFENSE BUDGET AMOUNTS 


Senator Sauronsraty. That may help Mr. McNeil because I have 
tried to work it out and I think he knows what I am going to ask him. 

The President’s budget calls for an expenditure for the Depart- 
ment of Defense of $50 billion for 1953. See table 4, page A8. The 
table which I hold in my hand, prepared by your Department, shows 
expenditures of $52 billion. I have also received from Mr. Taber, Mr. 
John Taber of the House, a figure of $51,056,000,000, which was given 
to his committee by the Defense Department February 14. He also 
mentions a figure of $51,800,000,000, which was given to him by the 
Department of Defense as of January 10. Would you be good enough 
to reconcile these figures or explain the differences ? 

Senator O’Manoney. That of course is the subject for which these 
gentlemen have been called. You have just put the question into 
specific form. 
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Senator SauronstTALL, Because there is the difference between these 
figures and the figures given to Mr. Taber of $1.8 billion. 

“Mr. McNem. Our estimate of $52 billion includes certain items 
which are being submitted separately, such as “Public works” and the 
amounts necessary to cover military pay increases. The amounts set 
aside for these purposes was $3.5 billion. 

Senator Frrcuson. Yes, but they are coming up now. 

Senator O’Manonry. But they are not before us in this bill. So let 
us have the specific figures now as to the expenditures which are likely 
to be made under the 1953 appropirations carried in this bill or to 
be carried in this bill and prior appropriations for the subject-matter 
of the bill, and then you may add the expenditures which are esti- 
mated could be made under new authorizations, which are now 


pending. 
PREPARATION OF BUDGET 


Mr. McNet. In preparing the budget for 1953, the military depart- 
ments initially submitted requests for amounts substantially in excess 
of the estimates that were submitted to you, for the support of the 
programs of procurement and operation and maintenance levels which 
we felt necessary to tie in with a force of Nee aah 3,700,000 men. 
The result of the analysis was that about $55 billion in new obliga- 
tional authority would be required to support the program. 

Senator Fercuson. Is that your first figure? 

Mr. McNen. Yes, sir. 

Senator Satronstatu. That is expenditures now ? 

Mr. McNet. The $55 billion refers to obligational authority. 


FORMULATION OF EXPENDITURE LIMITATION 


As a result of work with the Office of Defense Mobilization and 
others and because of the fiscal problems facing the Government, it 
was decided at a meeting in the White House December 28 that the 
Department of Defense 

Senator O’Manonry. May I interrupt you, Mr. McNeil, to say to 
the members of the committee that after lengthy consultation with the 
Department of Defense the staff has prepared for us a summary of the 
amounts available for expenditures. I think that this summary, dated 
April 30, 1952, ought to be distributed to the members. If you do not 
have it before you, I would like to have the witnesses also to have some, 

Mr. McNett. As a result of the discussions and considerations at 
that meeting the decision was made to keep the Department of Defense 
and the military preee of the mutual-assistance program within an 
expenditure limit of $60 billion for next year. 

Senator Frrevson. Now, as to the $55 billion, was that fully our 
furnishing material for 3,700,000 men or was it just to do a certain 
amount ? 

Mr. McNer. It was to undertake what was felt necessary in fiscal 
year 1953. It was not a complete job. 

Senator Frrcuson. It is not a complete job? 

Mr. McNrit. No, sir. 
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MUTUAL SECURITY PROGRAM 





Senator Frrevson. I do not want to throw you off the track, but 
did this $60 billion include all the military thought was necessary 
for the mutual-aid program, also? 

Mr. McNei. No, sir. It was considered at that time that the 
deliveries to mutual aid under obligational authority previously 
granted, together with what was being requested for 1953, would be on 
the order of $8 billion. 

Senator Frerauson. $8 billion over and above what was already in 
existence ? 

Mr. McNem. No, sir. $8 billion expenditures out of what had pre- 
viously been authorized, together with whatever portion of 1953 would 
be expended in 1953. 

Senator O’Manoney. $8 billion in 1953? 

Mr. McNetw. Yes, sir. 

Senator Frrcuson. So, $63 billion is the figure? 

Mr. McNew. Expenditures would have been in that general range, 
but it was decided to keep the program within $60 billion. 

Senator Fercuson. You decided on December 28 to keep the figures 
within $60 billion ? 

Mr. McNem. Yes. 

Senator Frravson. How much did the Mutual Security people 
want? 

Senator O’Manonry. Mr. Lawton may recall that figure. 

Mr. McNetw. He recalls $14 billion. know it was in excess of 12. 

Senator Ferevson. When you say “those Mutual Security people,” 
who are they ? 

Mr. McNem. Mr. Harriman and his staff, who are directing the 
Mutual Security Program. 

Senator Frreuson. That is outside of the Joint Chiefs of Staff? 

Mr. McNett. Yes, that is outside the Joint Chiefs of Staff except 
they do ask the Joint Chiefs for advice. 

_ Senator O’Manoney. Of course that is not in this bill except to the 

extent to which military equipment purchased by appropriations here- 
tofore made or now proposed to be made will be used to buy the mate- 
rial that is sent abroad. 

Mr. McNett. That is right. 

Senator O’Manoney. So it is important for our record to have an 
understanding as to the exact value of the military equipment which 
to date has been sent abroad and which, if the authorization bill should 
become effective, would go abroad in 1953. I think it is important to 
get those two things segregated. 

Senator Frrcuson. I think it is necessary also that sometimes we 
spend a dollar of our own appropriated money for our own defense 
and then turn it over for 10 cents for foreign mutual aid. 

Mr. McNet. None of the new equipment is subject to such action. 

Senator Fercuson. But that has been in the past. 

Mr. McNen. I only made reference to that in order to bring into 
focus how this present program was developed. 




















DEPARTMENT OF DEFENSE APPROPRIATIONS, 1953 425 






BUDGET ADJUSTED DOWNWARD 


Under the President’s general guideline to keep expenditures for 
the Department of Defense and military aid to $60 billion, the pro- 
gram for the Department of Defense was adjusted downward. The 
request for appropriations was cut from $55 billion to $52 billion 
shown in the Federal budget document and expenditures were to be 
limited to $52 billion. Actually, the expenditure limitation was 
established first, and we then worked back to determine the obliga- 
tional or appropriations amounts necessary to carry out the program. 


ORIGINAL BUDGET AND EXPENDITURE BUDGET 


In order to make a sincere effort to develop a sound program within 
this $52 billion expenditure limitation, Secretary Lovett instructed 
the three department to prepare to make certain adjustments which 
would fit into this $52 billion expenditure ceiling, if you wish to call 
it that, or expenditure limitation for 1953. In order to get a sound 
program within the limitation, allocations were made totaling $54,- 
400,000,000. In working out problem of this kind, if a program in all 
its details is planned to total just $52 billion, the result will not be 
$52 billion but something less than that, because every single part of 
the program will not work out on schedule. Even after taking all 
cuts into consideration, a certain amount of additional slippage is 
inevitable. It was felt that the current schedules, which reflect our 
experience of the past 22 months, were reasonably firm and realistic, 
und we had sufficient feel of the situation, that the allocation of about 
$54,400,000,000 for planning purposes would actually result in expen- 
ditures of about $52 billion.. The overallocation was made to insure 
that the planning would not result in actual performance below the 
$52 billion limit. I would like to repeat, that it was felt that the $52 
billion limit was, as Mr. Lovett stated in his opening testimony to 
this committee, about as low as he felt the level could prudently be 
from the military standpoint. 

Senator O’Manonry. Now, that is expenditures? 

Mr. McNet. That is expenditures. It so happens that the obliga- 
tional authority for fiscal 1953 was, by coincidence, also submitted for 
the same amount. 

Senator O’Manoney. That amount is $52 billion ? 

Mr. McNet. Yes, sir. As I stated, the program of the Depart- 
ment of Defense was based on securing a minimum of $52 billion 
worth of goods and services during fiscal 1953. We had to plan the 
icdbeldinieatonns of the program at a trifle above that. That is the 
reason that the $54,400,000,000 figure was the one used for planning 
purposes, knowing that every individual piece of schedule would not 
be made. There would be something that would not happen. We felt 
that with the experience of the 18 months behind us and with the 
development of schedules which were quite realistic, that we could 
not discount the schedules any more than two to two and a half bil- 
lion dollars. With the progress that is being made on the procure- 
ment, on actual manufacture and construction, and with current prog- 
ress in building the forces and their levels of flying and training, the 
$52 billion is in our mind a very sound estimate. 
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RATE OF EXPENDITURES 


The machine is moving at the rate which will result in expenditures 
of $52 billion, we feel, unless certain arbitrary actions are taken to 
change the levels downward. 

Senator Fercuson. How far behind are you in determining what 
your expenditures were? Do you know now what they were in April? 

Mr. McNet. Yes, sir. 

Senator Fercuson. Now we are past the middle of May. When do 
you get your last month’s figure ? 

Mr. Gartock. We are within 3 days all the time. 

Senator Ferauson. On expenditures? 

Mr. McNeiu. On expenditures, $3,665,000,000. 

Senator O’Manonry. What does that represent ? 

Mr. McNett. Expenditures for April. 

Senator Fercuson. How close are you up on obligating the fund? 

Mr. McNett. Usually it is about the 20th of the month before we 
have reports in. 

Senator Fereuson. Do you figure that it is an obligation even under 
what is known as the letter of intent? 

Mr. McNew.. Only if the letter of intent is accepted and provides 
for an authorized contractor to accumulate materials and get under- 
way with the work and also provides for payment. If it was just a 
letter which said that “we are interested in going ahead with the 
work and we will talk about it later,” it is not an obligation. 

Senator O’Manoney. The letter of intent that you are speaking of 
now is a letter which really commits the Department to proceed. 

Mr. Gariock. Which commits the contractor to buy, having ac- 
cepted the letter to go ahead. 

Mr. McNew. We have a chart here that might be of interest. That 
chart was prepared over a year ago, that is, the hatched portion which 
shows estimated cumulative expenditures. Month to month we are 
adding the red line [indicating] which shows the actual expenditures. 
The projections we made before this committee in December 1950 and 
last spring during your hearings are shown on the hatched area. You 
will note from the red line [indicating] how close the estimates were 
to actual subsequent experience. Several members of this committee 
may remember that chart, shown to you a year ago in December, and 
also during the hearings of last year. 


EXPENDITURES FROM DAILY TREASURY STATEMENT 


Senator O’Manoney. Now, are these expenditures projected on the 
basis of your checks or on the basis of the Treasury’s daily statement ? 
Mr. McNem. On the basis of the Treasury’s daily statement, which 
is only a few days behind. It would only be affected by the float, 
which remains relatively constant. We use something which has been 
published and is available to all, and that is the Treasury statement. 


EXPENDITURE ESTIMATES 


Senator Brivers. If your estimate runs as close as that, how does 
it happen that the program of defense which was planned is running 
substantially behind, or at least so we are informed. 
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Mr. McNet. The expenditures estimate given to your committee 
in December 1950 and the expenditure estimate for this current year, 
which was given to you last April, May, and June during your hear- 
ings, in effect discounted everything we thought was not feasible. So, 
our expenditure estimates were the best we could make to give you 
people an honest appraisal of what could be expected. _ 
Senator Brinces. You felt even then that the production would fall 
behind; and, therefore, you made your estimates accordingly ¢ 
Mr. McNem. We felt that the initial schedules, initial desirable 
schedules, when written down before they had been checked for tool- 
ing, design, production, and materials problems, are bound to be on 
: the optimistic side. There are rough rules of thumb as to the progress 
that can be made in industry, For example, once pronuchen is run- 
ning on a reasonable level, an increased output of three times in a 
year is considered quite satisfactory. You have World War IT experi- 
ence showing the increases in output that were achieved in various 
industries. Therefore, without knowing precisely by how much air- 
craft, engines, tanks, trucks, or other military items might not make 
the schedules, you could reasonably estimate that over-all, the increase 
would not be over about a certain multiplier. In our expenditure esti- 
mates, in order to give the Congress the best estimate of what would 
be spent, we applied that kind of criteria, with the result that actual 
; expenditures have been very close to the projections that we gave you. 
























ESTIMATED PRODUCTION OUTPUT 





Senator Ferguson. To what do you assign the reason for the red 






: line dropping below the black space ? 
E Mr. Gartock. We followed the tripling theory a little too long. 






What we did, as Mr. McNeil indicated, was to assume we could continue 
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to approximately triple our output. As the production people all told 
E us, the first year you do that, the next year it is more difficult. It looks 
p as if we continued that projection a little too far; and, as you will recall 
4 in Mr. Lovett’s testimony, he indicated for this calendar year we are 
b only anticipating a doubling of the output of our hard goods between 






January and December, and our earlier estimate apparently followed 
the tripling a little too long. 







ACCURACY OF 1952 ESTIMATED EXPENDITURES 










Senator Fercuson. When you were in here last year, what did you 
say to us would be the expenditures for April of this year? 
q Mr. Gartock. I do not know that we told you what it would be for 
E April, but we said it would be $40 billion for this year, and it looks 
¥ like it is going to be $39 billion. 
q Senator Frrcuson. Thirty-nine instead of 40? 
a Mr. Gartock. Yes. 
. Senator Ferauson. How much is the red line in dollars below ? 
a Mr. Gartock. We have a little white area down here where we are 
actually a little above the projected figures. 

Senator Frrauson. I wanted to know the actual dollars. 

Mr. Gartock. Our estimate when we get to the end of the fiscal 
year will be just about a billion dollars behind. 
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Senator Frreuson. That is it at the end of fiscal 1952? 

Mr. Gar.ock. Yes. 

Mr. McNetu. That is over an 18-month period. 

Senator SauronstaLu. The red line up to the little dot projected 
agrees. 

er. Gartock. Originally the chart had data posted only clear back 
down here, just up to this point. The caption “projected” actually 
relates to the shaded area. 

Senator SatronstatL. What I am getting at is: you give the figures 
that you are going to spend in fiscal year 1952, $39 billion. Now that 
figure, as I see it, as of the time that you got it there in January, is 
already up to $42 billion. 

Mr. Garvock, That is cumulative for the 2 years. 

Senator O’Manoney. That adds 1951 and 1952. 

Senator SartonstaLt, Then that chart does not show what you are 
actually going to expend. All it gives you is a pat on the back that 
your projected and actual are running close together. 


EXPENDITURE SLIPPAGE 


Mr. Gartock. We are merely ernie it to qualify Mr. McNeil as 
an expert witness in the area of expenditure estimates and to speak 
about the point made here about the program reporting a lot of slip- 
page; then, why is there not such a slippage in expenditure rate. The 
reason is that Mr. McNeil discounted the slippage in the expenditure 
rate. By following a pattern of looking at what happened in World 
War II and how fast you could accelerate the production, you can 
estimate pretty well what your current experience will be. It is 
difficult to take an individual item and be right about it, because one 
manufacturer or one industry may do extremely well, but across the 
board the pattern has been followed fairly closely; if one group is 
doing better they are probably taking machine tools and materials 
Sere somebody else and the other plant or industry isn’t doing 
so well. 

Senator SatronstaLu. If your chart is right, then the slippage of 
$2 billion on expenditures in 1953 is too generous. You are going to 
come closer to the $54 billion than $52 billion if that chart is right. 

Mr. McNet. No, sir. After 18 months’ experience the schedules 
are adjusted so that they are quite realistic. Our present schedules 
are not as much out of line as they were in the initial planning stages. 
All three departments have done a very good job in the last 18 months 
of adjustment of their schedules. Nevertheless, we felt that, if you 
planned the program at $54,400,000,000, the actual expenditures would 
be about $52 billion under that program. So, while in the early stage 
of the program we discount the schedules more, we can no longer do 
so today because the current schedules are quite realistic. 

Senator O’Manoney. Now may we have the comment of the Bureau 
of the Budget on this point? 
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Mr. Lawton. Mr. McNeil described to you the general approach to 
this. Our figures, the figures that appeared in the budget, are dis- 
counted slightly more than Mr. McNeil’s figures. 

Senator Brivers. You are talking about what figure now? 
Mr. Lawton. I am talking about $52 billion expenditure for 1953. 


PRESIDENT’S BUDGET FIGURE 


Senator Briwcrs. What about the 481% one of the President’s? 
Senator O’Manoney. Let us get the $52 billion first. 

Mr. Lawton. The 4814 was exclusive of the amount for pay in- 
crease and public works. Those were the figures that.related to the 
expenditures actually submitted in that budget. For the detailed 
estimates in the budget, in addition to that, we included in the budget 
a proposed public-works program which is now before the Armed 
Services Committees and the pay increase which was then pending in 
Congress but which had not yet been enacted. The total amount of 
estimated expenditures for those items was $2.5 billion. They were 
included in the budget because it was submitted by the President in 
one case and before the Congress in the other. 

Senator O’Manoney. You have $50 billion. 

Mr. Lawton. Fifty was in the budget. 

Senator O’Manonery. You see, here is a difference, Senator Bridges, 
between the estimate in the budget of $50 billion expenditure during 
fiscal 1953 and the estimate of the Department of Defense of $52 bil- 
lion. Now, these are both estimates, and I am trying to get these two 
experts together. I want to get the best reasonable judgment that we 
can get. 

Senator Brivces. I think you are right in trying to get them’ to- 

ether. 

Senator O’Manoney. Oh, I am right all the way down the line. 

Senator Frerauson. Now, this is the first we have had this figure of 
$50 billion. 

Mr. Lawton. No; we got that in January. 

Senator Fereuson. I mean this morning. 

Senator SauronsTALu. That figure shows on table 4, page A-8 of the 
original budget. 


RELATIONSHIP OF REGULAR AND MUTUAL-AID PROCUREMENT 


Mr. Lawton. The figures that we included in the budget was our 
estimate of the probable actual result at the end of the year of the 
expenditure fund under the appropriations heretofore made and re- 
quested for the fiscal year 1953. We made that in combination with 
an estimate for military end items of $8 billion, both of which are 
procured from the same and through the same sources; namely, 
through the military departments. The question of the relationship 
of the total amount of end items procured is hard to divorce between 
Defense Department items for our own use and Defense Department 
procurement for use abroad. 
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Senator Frercuson. How do you keep them apart? Do you not 
let them in the same contract ? 

Mr. Lawton. They are let in the same contract in some cases. In 
the few cases when they are not, when delivered they are charged to 
the military-assistance appropriation and credited to the service 
appropriations involved, 

Botistor Frercuson. Are they not usually the same kind of material ¢ 
Why should they not be let on the same contract ¢ 

Mr. Lawton. They should. That is correct. 


SEPARATE CONTRACTS 


Mr. Garvock. In the Navy and Air Force they are largely sepa- 
rate contracts because they cover specific items known in advance to 
be procured specifically for military-assistance purposes. 

The Army procures most of the military-assistance items. They 
are generally covered by a single contract because you do not know 
when you let the contract which appropriation is finally going to 
receive delivery on the item. 

Mr. McNew. The Navy would undoubtedly let separate cantracts 
for military assistance and items such as mine sweepers, and they 
would go to them directly. In the case of the Army, where the equip- 
ment would be somewhat similar to what the Army itself uses, it woud 
be the same contract. 

Senator Frreuson. How much of this is specialized that we are 
putting into Europe that we do not use? 

Mr. McNrw. May I ask General Reeder ? 

General Reeper. Practically none. The only case would be in our 
business where we are furnishing support parts, and so on, for equip- 
ment which is being superseded in our armies and which the NATO 
nations would have considerable stocks of which we had furnished. 

Senator Brinces. You are the financial expert here. Is your ob- 
jectjon to the House limitation of $46 billion 

Senator O’Manonry. Can we postpone that until we get the Bureau 
of the Budget and the Department of Defense in reasonable agree- 
ment as to what the expenditures will be? 

Senator Brivces. All right. 

Senator O’Manoney. Let us get that thing on the record first. 





BASIS OF JUDGMENT ON BUDGET DECISION 


Mr. Lawton. Our judgment on this figure is a further discounting 
of the probable happenings, probable occurrences in rate of expendi- 
tures. It is not a figure that is inviolable in any sense of the word. The 
expenditures, if the contract rates and the schedules are met, could 
easily be the $52 billion. Our judgment was simply that they would 
not quite reach the goals. 

Senator O’Manonry. On what was your judgment based? 

Mr. Lawton. Generally, I would say it was based on rather long- 
time experience that in an ascending scale of Government Giant - 
tures, the estimates of the agencies are usually a little bit-more op- 
timistic than the final results. 

Senator O’Manoney. What is your judgment now as to what the 
military expenditures will be, exclusive of the new authorization for 
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public works or military assistance? We have the pay bill now, you 
see. 

Mr. Lawton. On that basis it would be about $49 billion, including 
the pay bill but excluding public works. 

Senator O’Manonry. Now, Mr. McNeil, how do you feel about it? 

Mr. McNetu. Well, I feel that the estimate of $52 billion, including 
those items, still is a very good estimate. 

Senator O’Manonry. What do you mean, “including those?” 

Mr. McNet. Including the construction and military pay raise 
requirements. 

Senator O’Manonry. I am trying to get the construction out so that 
we are talking about things that have been fully authorized and for 
which appropriations are in. Bear in mind the pay bill is passed. 
Congress has increased the expense of the Department of Defense 
by having increased the pay. 

Mr. McNet. Our estimate excluding the new public works author- 
ity and excluding any amounts that might be added for the military 
pay would be in the neighborhood of $51 billion. 

Senator O’Manoney. So roughly there is a difference of $2 billion 
between these two estimates. 


PROCUREMENT PROGRAM IMPROVEMENT 


Mr. McNem. And I think our basic differences are these: Mr. 
Lawton stated them very nicely. I feel that now that we have 18 
months, and by the beginning of the year will have had 2 years, of 
production experience behind us, 2 years of breaking bottlenecks 
and getting things straightened out, that the program will not slip 
quite as much as they have figured. 

I agree with his statement that the departmental estimates through- 
out the Government are optimistic. We have done our best to strike 
the middle course. In the last year or two our estimates have been 
quite close. We do know that there have been a great many prob- 
lems. In certain aircraft areas such as engines production has not 
come along on schedule because of shortages of certain machine tools. 
We spent 18 months breaking bottlenecks of that kind. 

Senator Frrevson. Do you have have them broken now? 
Mr. McNet.. For the most part, but you will always have some. 


DETERMINATION OF APPROPRIATION REQUIRED 


Senator O’Manonery. Of course we are not dealing here with mathe- 
matical exactness because we cannot. At least, as I said in the begin- 
ning, this is an educated guess. Congress is faced, however, with a 
perfectly practical problem of determining what the appropriation 
bill is to contain. Therefore, I say to you, as between the $49 billion 
mentioned by Mr. Lawton and the $51 billion mentioned by you, there 
isa difference of $2 billion. Now, do I understand from you that it is 
quite possible that the accumulated obligations which will mature dur- 
ing 1953 for long-lead-time items, items that are under contract, plus 
the cash appropriations which we are making for current expenditures 
in 1952, plus the $2,400,000,000 cash appropriations to meet prior 
obligational authority may come within $51 billion. 

94846—52——28 
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Mr. McNew. Excluding the public works? 

Senator O’Manoney. Ractuting the public works, excluding the 
MDAP aid, is that right ? 

Mr. McNet. Yes. 

Senator O’Manonery. Mr. Lawton, what do you think? 

Mr. McNet. May I add one thing before that ? 

Senator O’Manoney. Yes. 

Mr. McNet. I am making that estimate on the assumption we con- 
tinue our policy of not trying to buy everything in the soft goods or 
shelf goods items that we can get. For the last year the expenditures 
represented by the red line on the chart would have been greater-than 
our projections if the Department of Defense and the three military 
departments had not conscientiously endeavored to avoid the purchase 
of a lot of shelf goods, and so forth, that were easily procured. 

I think General Reeder has spent a lot of time working out the Army 
procurement plans. He probably has spent much time in trying to 
watch the procurement of shelf goods. We have not tried to spend 
money just to make an expenditure target. 


NATIONAL INCOME PERCENTAGE 


Senator O’Manoney. I was going to come into that later. Frankly, 
my position is this: I feel that as a member of this committee and a 
member of the Senate I do not want to deprive the armed services of 
the military equipment which is necessary for the defense of the 
United States because I know that the plan for production is upon a 
minimum basis. We are trying to devote not to exceed 25 percent of 
cur national income to the military expenditures. That means far 
less than full mobilization. We are on a partial mobilization basis. 
But at the same time I want to be able when this bill is acted upon to 
tell the Senate that the Department of Defense has done everything 
in its power to eliminate waste and extravagance, that you are not 
ordering things which are not needed. 


DIVERGENT AMOUNTS OF DEFENSE EXPENDITURES 


Now then, before we get, therefore, to this bottling up against waste 
and extravagance, I want to find out to what extent we can get the 
Bureau of the Budget and the Department of Defense together upon 
the estimate of expenditure, because that, when we get it, will enable 
us to determine what the cash appropriations will have to be and what 
we can do about the ceiling. 

Now, will you answer the same questions that I asked Mr. McNeil 
about the $49 billion ? 

Mr. Lawton. Mr. Chairman, as I said before, the reason for the 
difference between us is the further discounting on our part of the 
rate of expenditure which will probably occur. From that point of 
view I would say we are more pessimistic than the Department of 
Defense. We are usually more pessimistic than any agency. But I 
would say also that I hope I am wrong, because I think that if the 
rate is reached, it will indicate that we are making progress along the 
line that we have set out to make. We are coming closer to the meet- 
ing of the schedules and that we will be in better shape defensewise. 
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SUMMARY OF VIEW 


Senator O’Manoney. If I understand your point of view, it in 
summary is this: That you are in support of the program of the De- 
partment of Defense to get X amount of goods, military equipment, 
ammunition, and the like, but you believe from your experience watch- 
ing the expenditure of funds that the expenditures will not be quite 
as rapid as Mr. McNeil has estimated ? 

Mr. Lawton. That about sums it up. 


HOUSE LIMITATION INCLUDES PUBLIC WORKS 


Senator SatronsraLy. Ina your mind then, Mr. Lawton, if the 
Senate changed that figure of the House from $46 billion to $50.5 
billion, and that would include public works construction, we would 
not handicap the military department at all in the fiscal year 1953? 

Senator O’Manonry. You are changing the subject, now, sir. 

Senator Satronsra.u. I did not think I was. 

Senator O’Manoney. Because you are including the public works 
which have not yet been authorized. 

Senator Satronstatu. Coudert’s figure did include that, I assume? 

Mr. Lawton. That is true. 

Senator O’Manonry. Now, you may proceed with the question. 
I just wanted the record to be clear that you are changing the subject 
from the question that the chairman was asking. 

Senator Sarronstauu. I will make it $49 billion exclusive of public 
works construction. 


Mr. Lawton. If you are talking from the viewpoint of making 
expenditure estimates on our part, that is one part. If you are talking 
about rigid ceiling, that is different, and I would disagree completely 
with that. 

Senator SavronsTaLL. Why ? 


APPROACH TO BUDGET CONTROL 


Mr, Lawton. Because I believe in the first place what we were 
talking about here is an estimated result of actions that have taken 
place under authority that Congress has given, a large part of which 
is coming from past authorities, authorities granted in 1950, 1951, and 
1952. What we are attempting to project in this is simply a oo 
result. We are not attempting to predetermine that result by these 
expenditures estimates. If you put a ceiling on it, you are shifting 
from a prediction of probable results to one where you are saying this 
must be the result and you are controlling on an expenditure basis 
the progress of the defense program rather than on a basis of author- 
ization or the program of scheduling of equipment which follows 
under that authorization and which was the basis for that author- 
ization, 

What you attempt to do by ceiling is to say that you must either 
curtail your eile of deliveries if they should run up to the point 
that Mr. McNeil has mentioned, or you must delay payment for those 
deliveries. You have the other choice of reducing the number of peo- 
ple in the armed services to come within the ceiling. 
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Senator Sarronsratt. Yes, but Mr. Lawton, is it not an effort on 
our part to live up to our responsibility of following the power of the 
purse? I mention that because assume we take your figure which is 
your estimate, which is the best judgment of the estimate of the Presi- 
dent’s Budget Director, who is Iam confident an expert, if I put the 
same question to Mr. MeNeil as I put to you, I would have to put 
it $2 billion higher. If his estimate is right and then Congress, if it 
puts its judgment based on the experts which it has before it, some- 
where in between or taking your figure asthe low one or taking Mr. 
MeNeil’s figure, the high one, then we are taking our responsibility 
based on the opinion of experts. You are our experts. You differ 
verfectly logically, just like two doctors differ in a case. You differ 
$2 billion on a very difficult subject running up into $50 billion. We 
are laymen. We have to base our judgment—we are the ones that are 
ultimately responsible—we have to base our judgment somewhere. 
We are taking your figures. 

Mr. Gartock. May I speak to that, Senator ? 

If you set a ceiling by law, then we have the problem of setting a 
program that comes within that amount. Any time we would make 
an error by assuming that we could get X number of units of a given 
kind, we would lose that amount and we would lose the expenditures. 
So any ceiling you set will mean that we will have to put the whole 
program down to where if everything we have scheduled is delivered, 
we will not exceed the expenditure hmitation, which means that any 
ceiling will necessarily mean that at the end of the year with money 
left over. You cannot run a program of this size to the exactitude 
required to meet a legal expenditure limitation. 


INTENT OF EXPENDITURE LIMITATION 


Senator O’Manonry. Let me put it in these words: The terms of the 
limitation amendment in the House referred ‘specifically to titles 2, 
3, 4, 5, and so forth, and said that the expenditures under this bill 
should not in the aggregate exceed $46 billion. In other words, it 
meant, and you cannot escape this meaining, that all expenditures 
from prior-year appropriations plus the cash expenditures in this bill 
must be within $46 billion. 

Now, when the budget came to Congress, 47 percent of all of the new 
obligational authority was set down for current expenditures for the 
pay and the maintenance of the Armed Forces. That would be daily, 
weekly, monthly, and annual expenditures. The oil that serves the 
naval ships, the gasoline that serves the airplanes in the air and in 
training, all of those things, the maintenance of the stations and the 
pay of the men and women constituted 47 percent of that budget. 
Forty-five percent of the budget was for major procurement. That is 
to say, for the machines with which we are expecting to save the lives 
of men who are engaged in battle. Therefore, it is clear to me, since 
we have increased the number of persons in uniform from a million 
and a half as of June 30, 1950, to 314 million, by a little more than 2 
million, since we have increased the number of naval vessels in com- 
batant service from 200 to 405, since we have doubled the Army, since 
we have increased the Air Force from something like 400,000 plus in- 
dividuals to something more than 900,000 individuals, therefore, when 
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you put a limitation upon the expenditures which may be made in the 
aggregate, those who administer those expenditures must of necessity 
look not only to preventing the expenditures from exceeding this limit 
in the sum, whether for daily or current expenditure or whether for 
expenditure for the material which sometimes requires years to build, 
so we are under the necessity, as I see it, to be very sure that the limita- 
tion we place here is not going to reduce the material with which these 
men can fight. 

Senator SauronstaLy. Based on what you say, based on what Mr. 
Garlock says, on what Mr. McNeil says, on what Mr. Lawton says, I 
assume that the House insisted on some expenditure limit. But I am 
trying to find out what would be the limit that would not be derogatory 
to the armed services. Now, from what you say and what Mr. Garlock 
says, that figure should be at least Mr. McNeil’s figure, if not above it. 
If Mr. McNeil says $52 billion is all they can spend, Mr. Lawton says 
$50 billion is all they can spend, Mr. Garlock says if everything goes 
back, they might better go up to some top limit above Mr. McNeil’s 
where they cannot go. 

Senator O’Manoney. Since we all must agree that we have to save 
money, it would be to forget the limitations on expenditures, since it 
puts the administrators of defense under terrible restraint, is to make 
limitations or reductions in the cash appropriations where if the mis- 
take is made upon the low side, it can be corrected, where if a real 
emergency should develop we would not have to come in and change 
the law, because this limitation is a law which cannot be exceeded ex- 
cept by a change of the law. 

On the other hand, if we do not appropriate enough cash to carry 


through the current daily expenditures in 1953 and if we put sufficient 
restraints upon the Department of Defense to, prevent waste and 
extravagance, then that mistake can be corrected without injury to 
the national defense. 


EXPENDITURE LIMIT OR APPROPRIATION CUT DETERMINATION 


Senator Satronstaty, Mr. McNeil, if you had to choose, if you had 
to recommend to Congress which action it took, would you prefer no 
limitation on an expenditure for the fiscal year 1953 but a substantial 
cut, we will say, of 6 to 8 billion dollars as recommended by Congress- 
man Smith or some others in the appropriations, which would mean 
spreading out your problem over the years to come but not limiting 
you to what you could spend in 1953? Which would you prefer? 
Which as an expert would you recommend as the best action for Con- 
gress to take ? 

Senator Torr. Mr. Chairman, that is one of the most important 
questions that could be put to the gentleman here at this time. 

Senator Knowtanp. It-is rather like asking him whether he would 
prefer to be shot or hanged. 

Senator Frreuson. I do not think so, because the President did the 
same thing when he called you up on the 28th of December. He de- 
termined a set figure. I donot think that is asking an unfair question. 

Senator SarronsratL, Mr. Chairman, I do not want to ask an unfair 
question. We are faced with the problem, Mr. McNeil, of determining 
whether the House would yield on this question of expenditures. Now, 
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they may not. Therefore, we have to determine what is our top limit, 
what is our proper limit of expenditure in the judgment of the Senate 
and finally the Congress or determine, if we insist on cutting down, 
whether it would not be better to cut down on appropriations and 
slow up in the future. 

I think it is a fair question. It is a question of being'shot or being 
hanged, but it is a fair question to put to you as an expert, and I would 
like to put it. 

Senator Know.anp. I did not suggest it was an unfair question. I 
was suggesting it was a difficult one that the fellow might have to make 
sometime. 

Senator Satronsra.y. It is a decision we may have to make. 

Senator Know.tanp. That is right. 

Mr. McNet. I will do my best to answer but not what I would rec- 
ommend. 

SIMILAR PROBLEM CITED 


First, I would like to suggest one thing. Several years ago, I think 
it was 1947, Senator Saltonstall was chairman of the Naval »Subcom- 
mittee on Appropriations. A very similar problem was on the table 
at that time, the question of expenditures. Senator Saltonstall met 
with representatives of the Navy and the question was how can you 
develop a naval program for the ensuing year which, as I recall it, 
might result in expenditures not to exce ,125,000,000, if my mem- 
ory serves me correctly. 

believe that was inserted in the committee report as a statement 
of desire of the Congress. That meant, however, that the Navy could 
go ahead and operate as intelligently and effectively as it could and 
try to meet the intent of the Congress, which was an expenditure level 
of $4,125,000,000, and we interpreted it as being that figure or as 
close to it as we could get. 

As I recall it, the program resulted in the expenditure that year 
within $9 million of the target you had set. In other words, just a 
minute fraction of 1 percent. We felt that we had carried out the 
intent of the Congress. 

However, you could plan a program slightly about that, knowing 
there were certain things you might not do during the year. Some 
ship might not leave port for 5 days beyond scheduled time and there- 
fore you would have a few dollars saving in fuel. Certain maneuvers 
might not be as extensive as planned. I think the Navy at that time 
carried out the intent of Congress in the best of spirit, but the program 
was actually planned on the level of $300 or $400 million in excess of 
the figure desired by Congress, with the knowledge that day-by-day 
occurrences and slippage would result in a final figure of about the 
level desired by Congress. 

I want to make that point first because any expenditure limitation 
by statute would have forced a program well within it, because there 
is no real mechanism in the Federal Government today controlling 
precisely the expenditure rates because deliveries and day-to-day 
operations are not geared to a precise month-by-month expenditure 
limitation. ; HEH 

To repeat, you must program well within an expenditure limitation 
in order not to, under any circumstances, exeeed it. So any limita- 
tion forces a program somewhat below what could be accomplished if 
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it were not a rigid statutory ceiling. I think that is an awfully im- 
portant point when we are thinking of that, no matter what our in- 
tent might be. 

SUBSTANTIAL CUT-BACKS 


Now, any limitation, such as the one presently in the bill, any sub- 
stantial cut of that kind will require substantial cut-backs, and I do 
not think administratively it can be handled successfully without 
really serious injury, and I would say some losses, dollar losses, as 
well as losses in preparing a reasonable defense position in the next 
year or two. 

As to the choice, I would say that the action should be to eliminate 
the statutory expenditure ceiling and consider from the appropria- 
tions standpoint what you people felt should be provided for defense, 
which would mean over a 2- or 3-year period expenditures and 
revenues could be brought into whatever comparative position that 
you desired. 

Senator Haypen. I have been thinking about my responsibility as 
Senator. If I say that in my judgment no more than so much money 
should be expended on national defense, that is all we can afford, I 
arrive at that conclusion based upon the revenues and other facts. 
Then I have expressed a judgment, and you must then within that 
limit operate as best you can. 

But if I express a judgment as to what the expenditure should be, 
I do not have a sound basis for making it. I am simply making a 
guess that you can do it. I do not know how you are going to do it 
and that lays a task upon you that I myself cannot tell you how to 


do it, why you are going to have trouble. Whereas I can tell you 
how to get along on so much money. 
Mr. McNew. As far as orders that can be placed, and deliveries. 
Senator Haypen. Yes. I know what I am doing in one case and in 
the other I do not. 


LIMITATION GIVES CONTROL BACK TO CONGRESS 


Senator Bridges. The theory of the House doing this, the theory of 
an expenditure limitation anyway, is for Congress to regain control 
over expenditures. The problem whether the House is right on $46 
billion or whether it should be $50 billion or $51 billion or $48 billion 
is another thing. The question of an expenditure limit is a matter 
of principle for Congress to retain the control. 

Senator Haypen. When did the Congress have that control it is 
regaining ¢ 

Senator Brinces. It always had control until we started back in 
World * ag II making these big appropriations for defense and for- 
eign aid, 

Senator Haypen. We always made them in a given amount of 
money, as far back as I can remember. 

Senator Bripers. You do not remember much before the World 
War II period now. 

Senator Haypen. I remember back for 40 years. 

Senator Brivces. I know that, but you do not remember that hap- 
pening much before World War II. 
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Senator Haypen. All I know in World War I and II we made ex- 
penditures of specific sums of money for specific purposes, but we 
never asserted the right after the expenditure was made or after a 
series of appropriations was made to come in and say, “Although we 
have authorized you in 1949 and 1950 and in 1951 to make certain 
expenditures, we have authorized you, now we say you cannot do it.” 
We never have done that. 


APPROPRIATIONS RESCISSIONS 


Senator Brinces. We have in rescissions taken billions of dollars 
away from them. 

Senator Haypen. That again is a specific sum of money. You have 
determined that something you have authorized to be done, not be 
done in a certain amount. In each case Congress acts, knowing what 
it is doing. This way it acts blindly. It is not sure of what. the 
result will be. You say reassert an authority, we never did assert it. 
I do not like that term “reassert” because I do not think it ever hap- 
pened. 

Senator Brinces. Let us say “assert.” Iam not saying that is right 
or wrong. I am saying that is what the House is aiming at. You 
have to meet that principle. 

Senator O’Manoney. May I interrupt at this point to make this 
comment: I believe of course that under our system the Congress 
must be the source of authority, but at the same time I believe the 
Congress must not act blindly. To use such a word as Senator 
Bridges just now used, “rescission,” I do not believe that in this par- 
ticular period of our relations with Soviet Russia we should rescind 
appropriations already made for the delivery of goods. But I do 
believe that we ought to exercise every possible care to make certain 
that money is not extrav agantly spent by the military. 

Senator Tuyr. Might I interrupt at this point to make a very very 
brief comment ¢ 

Senator O’Manoney. Surely. 


CUT IN EXPENSES INTENT OF LIMITATION 


Senator Tuy. One reason why the public themselves have a feeling 
that there should be some limitation is because they were not at all 
happy with the report that was coming out about the misuse of their 
tax dollars in some types of expenditures that were reported to be 
erroneous and without what you might term good prudent adminis- 
trative function and because of that attitude on the part of the tax- 
payer the Members of Congress felt that if we put a limitation, we will 
force the administrative people to get down and examine the dollars 
and pennies to make certain that there is not this waste in the 
expenditure of funds. 

aoe that is the general thought back of this entire question of the 
limitation of funds because when unlimited funds were made avail- 
able, both Tom, Dick, and Harry were not so careful about that dollar 
when they were actually spending. I think that is the basis of the 
whole question. 

Senator O’Manoney. I think the Senator is very accurate. Now, 
we have been testifying among ourselves. 
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Senator Fercuson. Now, as I understand it, the military authorities 
say, now, you cannot put a direct limitation on expenditures, that you 
ean put a direct limitation upon appropriation. Is that right? And 
of what you call two great evils, the lesser is the one to put them on 
the appropriation. 

Mr. McNru. Yes, and for this reason: First, the whole program of 
the build-up of the military forees which the Department of Defense, 
the administration and the Congress all undertook in 1950 and carried 
forward in 1951, was all undertaken on an appropriation process in 
which you provided for a specific number of men organized into cer- 
tain number of units and for which you were attempting to procure 
equipment. ‘The orders were placed under that process. We are just 
on the verge of coming into the fiscal year in which we would receive 
the benefits of all this activity. An expenditure limitation would 
mean losing these benefits and the added strength they would give us. 
This whole industrial machine does not ¢ ‘hange course over night. Any 
actions you take to speed up or slow-down production take 6 months 
or more before you can really make any impact, up or down. 


CONSTITUTIONAL PROVISION ON EXPENDITURES 


Senator Ferauson. Does the military pay any attention to the Con- 
stitution about expenditures for more than 2 years, and that we cannot 
appropriate for expenditures in the military for more than 2 years / 

fr. McNew. I am not the expert on that, but I have looked into that 
at a considerable length. It has been interpreted over a period of 
history by committees of both Houses of Congress that that applies 


to appropriations for people and their support such as food and 
quarters, 

Senator Ferevson. We cannot change the Constitution by what 
we may do or not do by way of m: aking mistakes on appropriation. 
Do you know of any case where we did appropriate money for the 


Army, the military, outside of the Navy, for a longer period than 
2 years? 


EMPLOYMENT OF PERSONNEL 


Mr. McNew. Not for the employment of military personnel or to 
food or quartering the personnel. 

Senator Ferguson. Where in the Constitution does it say anything 
about hiring of personnel? If I might just say something else, here 
is the difficulty: You give us the proposition that the lesser of two 
evils is the limitation on appropriation, but my experience down here 
means that you always come in, and the other r agencies come in, for 
supplemental and deficiency appropriations and we are right over the 
barrel because we will find ourselves in a position that we will not -be 
able to fight the war in Korea. We will not be able to fight that war 
unless we give you some more money. It is no limitation at all to say 
that we ean limit you on an appropriation and allow you to have the 
right of supplemental, because you leave the things that are most 
essential to come in on supplementals. You just have to have it. 

Mr. McNet. That problem does not go back to whether an appro- 
priation is for 2 years or continuing. 
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PENN ATHLETIC CLUB CASE CITED 


Senator Frrevson. I go back to the Penn Athletic Club up here 
that you took over. I am still trying to find out the exact cost of it. 
There is a sample of deficiency appropriation. You keep coming in 
and coming in and it is costing two or three times what we were told 
it was going to cost and unless sometime we get control of this purse 
string to ‘shut off this, we have no limitation on your expenditures. 

What is your answer to those things? 

Mr. McNet. I can agree with your being unhappy about instances 
such as the one of which you spoke, but there is a credit side to this 
ledger. When we were before this committee last year, I think we 
told you that we would when we knew what the course in Korea would 
be and how active that operation and campaign would be, come back 
and discuss with you the dollar requirements to balance it out during 
1952. I think anyone, whether they made an analysis or just took a 
rough cut at it, would know that the cost in Korea might run four 
to five billion dollars a year and you could identify and prove some 
such amount. We did not however, ask for that much money in our 
supplementals up before you at the moment. ° 

Senator Frrcuson. You have had other things besides Korea in the 
supplementals. 


KOREAN APPROPRIATIONS 


Mr. McNet. On the whole, no, sir. As a matter of fact, we could 
justify before this committee three times as much money for Korea 
as we have in the supplemental bill. 

Senator Frereuson. I do not know how you figure Korea. You have 
lots of transportation charged that you would not have if you did not 
have Korea and you can charge them as regular Korea just as you 
may adopt. 

Mr. McNem. We did our best early in this thing in submitting to 
you a supplemental for no more dollars than were needed. If we 
were just ravenous for money, we could have submitted a request to 
you for $4 to $5 billion in Korea and supported every nickel of it. 
We exercised considerable restraint and did not ask for every dollar 
we could justify for that purpose. We asked for only the dollars 
necessary to get by with a force of three and a half million men operat- 
ing as we are operating. 

Senator Frreuson. I do not think we can tell whether or not a 
dollar was needed for Korea or not, if you put it in. I do not think 
we could tell. 

Mr. McNett. I want to say we have pulled some boners in the last 
year anda half. I hope we have fewer in the future, but undoubtedly 
we will find some. 


EXTRAVAGANCE COMMITTED IN FIELD OPERATIONS 


Senator Frreuson. I do not think the extravagance is in your office, 
in the Pentagon itself. I think it is out in the field where there is an 
absolute disregard for the cost of doing things. I cite the example up 
in Hokkaido where they flew a hangar, all of the steel and materials, 
for recreation facilities. That is done in the field. That never comes 
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to your office, That never comes to the Joint Chiefs of Staff’s Office 
or the Secretary’s office. 

— Hayven. How would a limitation on appropriations stop 
that 

a Fercvuson. These people would have to control it in the 
field. 

Senator O’Manoney. Are there not ways of controlling it by specific 
provision? Last year we wrote into the defense appropriation bill the 
antigratuity amendment. I understand that every contract which 
has been issued since the 19th of October last contains that cancellation 
clause. I was very glad to note that in the bill which comes down to 
us and which has been passed by the House, still has that amendment 
in there. So that it is working. 

Now, I understand also that the Inspector General in the Army and 
the comparable officers in the other forces are taking steps to tighten 
up this expenditure and to make officers in the field conscious of 
expenditures. 

ow, how can we make that more specific? How can we strengthen 
these provisions of law and prevent, plug the loopholes through which 
the leaks go, while at the same time appropriating the funds which 
are essential for the nationall defense? That to me is our problem. 

I quite agree with what Senator Ferguson says. I have seen cash 
appropriations made and then supplemental bills come along to fill 
up the gaps or the cuts which were made in the regular bill. But we 
have to protect against that because to pile a new deficit on top of the 
tremendous national debt that we now have may be the most dangerous 
thing that we can do. 

Mr. McNew. May I say a few words off the record ? 

Senator O’Manoney. Surely. 

(Discussion off the record.) 


TRANSPORTATION OF PERSONNEL 


Senator Frrauson. I know in this training we hear about people 
being shipped all over this country, two or three or four times, from 
one job to another at great expense. Those are the things that cost 
real money. Your trains and transportation facilities are clogged 
with moving and it is not te fault, you have nothing to do with it. 


It is done by the personne 
disregard for a dollar. 

Senator O’Manonry. I think it can be handled. I have seen ex- 
amples of Reserve officers called from civilian life and sent to one 
assignment and there stationed for 2 or 3 months getting training. 
Their salary is paid, their expense is paid, their family is moved, and 
then at the end of that period they have been moved to another com- 
pletely different assignment. All of the expenditures made in that 
first training period of 2 or 3 months was completely wasted. Then 
you go to another. 

Now, there can be a better organization of manpower. There is no 
doubt about it, and as Senator Ferguson says, you find the transporta- 
tion system of the country carrying men backward and forward 
within the United States from place to place because somebody has 
changed his mind. 

Senator Haypen. Will somebody explain to me how a congres- 
sional limitation on expenditures will cure it? 


in the various camps, and so forth, just a 
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LACK OF SUPERVISION 


Senator Frereuson. They will have to cure it. They will have to 
go into those items and have supervision. 

I think that is the whole thing, that there is not supervision. The 
camps are placed on their own, and to use the expression, “they do as 
they damn please,” and there is no disciplinary action because they 
have made these grave mistakes. 

Senator Haypen. We do not make the original appropriation, then 
they can not make a mistake, but a limitation means confusion to me. 

Senator O’Manoney. I do not want to see this committee by re- 
pealing a limitation creating new loopholes, of course not, but on the 
other hand I do not want to see this committee recommend to the 
Congress a limitation that will deprive our soldiers of the material 
that they ought to have. 

Senator Frereuson. I will go along with you on the material, but 
I am worried about this other item. I am worried about the way the 
whole thing goes and moves im an extravagant way. 


COST CONSCIOUS PROGRAM 


Senator O’Manoney. I think we can overcome that by tightening 
the supervision on expenditure. That is why I was asking you, Mr. 
yw what has been done to make the people in the field conscious 
of cost. 

Mr. McNem. There are a number of steps that have been taken 
along that line and I think are all steps ahead for the good of the 
United States and the Department of Defense. The three budget 
officers are here. I would like to say a few words, and then I would 
like to ask them to add to it. 

Senator O’Manoney. I know Secretary Lovett has testified that 
has been the general objective of his administration. I am sure every 
member of the committee has the utmost confidence in Secretary 
Lovett. I think it would be well as you suggest, for the budget officers 
now to speak up and tell us what you are doing and what can be done. 


IMPROVEMENT OF ADMINISTRATIVE STRUCTURE 


Mr. McNet. There are a lot of basic changes going on in the De- 
partment of Defense in an effort to build a good administrative struc- 
ture. Frankly, the job is not moving as fast as many of us would 
like, but it is moving ahead. 

In 1949 Congress gave the Department of Defense some very excel- 
lent legislation entitled the “National Security Act Amendments.” 
Under that act, if I may speak to that point for a few minutes, Con- 
gress provided for establishing an improved budget structure. It is 
not easy to make changes in one of these big machines running as it 
has under older methods—I would call them archaic methods that 
just grew like Topsy over the years—to clean it out and still keep on 
working. If you could wash everything out and start some morning 
clean, it would be simpler. <A lot of effort has taken place in the 
Army, Navy, and Air, to clean up the military budget processes and 
great progress has been made. 

I do not want to take too much time here at the moment, but here 
is the kind of conditions that the Secretaries, Chiefs of Staff, heads 
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of technical ‘services, or divisions had to contend with up until last 
year in the Navy, and up to 2 years ago in the Army and Air Force: 
Every single post, camp, and station received its funds from dozens 
of different sources. I recall the Army had.an instance where money 
for one station came from 67 different parts of the budget. How can 
there be any financial control where you have that many absentee 
managers controlling the money? It is impossible, but that was the 
basis of the whole structure. 


CHANGE IN FINANCING PROCEDURES 


Over the last 2 years the Army, Navy, and Air Force are changing 
their financing procedures so that the funds to support an identifiable 
activity out in the field are in one place. 

Senator SarronstTaLu. Give the gasoline example in the Air Force. 
That is the best one. 

Mr. McNett. That is another step, if I can come to that in a minute. 

I am speaking first of the administrative-type funds. The Army 
budget before you here is the first presentation of that kind. It is 
going to take a year or so before the operation of the new develop- 
ment, which you authorized in 1949, will pay dividends, but it is 
coming. I think you all should be encouraged. 


BUSINESS-TYPE INVENTORY OPERATIONS 


Another part of the legislation you gave us, I would like to tell you 
briefly what we are doing in this. Under that legislation we were 
authorized to take our commercial and industrial operations and our 


common-use standard stock inventories and put them into a truly 
business-type operation, and a number of things have happened: 
Under that authority the Department of Defense has taken the various 
elements of sea transportation and organized what is in effect a cor- 
porate enterprise, the Military Sea Transportation Service. 

I would say any private operation in this field can come to us now 
and take lessons in operation, The schedule of materials for ship- 
ment is better than we have known in history. 

The scheduling of a year and a half ago of shipments out-bound 
was done in the regular manner. There had been no machinery built 
up over a hundred years to really pinpoint responsibility, a point 
which you touched on a minute ago, Senator Ferguson, and as a re- 
sult all through our history whenever we had an emergency there 
were always a number of ships idle, laying at anchor waiting for a 
cargo that had been scheduled or waiting to unload because people 
were not ready for it and all those things. What has happened as 
a result of installing this business operation? For 3 months last fall, 
no ship lay at anchor on the west coast, the first time in history, in a 
big operation, that has happened. 

What does that mean to you and the rest of the taxpayers? That 
means $6,000 a day saved. Every day a ship lies idle, no matter who 
made the mistake, that is what it cost. That is a waste I do not think 
we can tolerate, but we tolerated it for years until recently. 

Action based on the authority given us in 1949 has permitted 
changes so that at the present time if anybody schedules material out 
through the port of San Francisco or asks for a ship to be there to 
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pick up cargo and the cargo does not show up for a week, it costs 
them $6,000 a day, and it shows up. Therefore nobody is doing it. 
They are doing one of the most beautiful jobs of scheduling tonnage 
through West ports that has ever been done in history. I call that 
a step ahead. 

SAVINGS ON PRINTING 


If I could take just a minute more on this. Take the subject of 
printing. Senator Hayden is quite interested in that. Under the 
authority you gave us in 1949 and working with Senator Hayden’s 
staff, we have now operated a print shop in the Department of De- 
fense under strictly a business-type operation. What has happened ? 
The output per person in the printing plant is three times what it 
was some months ago. That is on the credit side of the ledger. In 
spite of increased paper and labor costs, the actual cost of printing a 
thousand forms is less than half what it was. That principle, now 
that we have it running, is now being extended throughout the 
country. 


ROCKY MOUNT ARSENAL, DENVER, COLO. 


The Army has established the Rocky Mount Arsenal, at Denver, 
under the working capital or corporate principle. In the first 2 
months of operation under the new system which is a corporate-type 
operation, getting a fixed knowledge of job costs, it showed up that 
under the old Government system of operation we were losing $180,000 
a month. Nobody had to go out and tell the local management to fix 
it. They sat at their own table and took action to correct costly prac- 
tices. I would say that the Rocky Mount Arsenal is running 30 per- 
cent more efficiently than ever before. It is action that the Army is 
taking because at last we have some machinery to point up what may 
be wrong. 

CLOTHING AND MEDICAL SUPPLIES 


The Air Force put its clothing under a revolving fund account. 
No clothing can now be taken off the shelf unless the current appro- 
priation provides for the clothing of new recruits or the sale is made 
for cash. There is an aggressive step taken by the Air Force, again 
under this legislation which you provided, which is saving some very 
substantial sums just on that one point alone. _ 

I might tell you that all medical supplies will be under the same 
kind of inventory and fiscal control beginning January 1, 1953. 


HOSPITAL PROGRAM WASTE IN PANAMA 


Senator Frerauson. There is certainly a waste in this hospitaliza- 
tion, for instance, in Panama where your Navy was running for beds 
$35 a day. : 

Mr. McNet. I remember that, sir. : 

But it is through a process like this, of getting these things on a 
business basis and using every person that we can find who is ah 
competent to oe the system, that we can eliminate waste. e 
hope ultimately to be more efficient than the average big business of 


today—this is the goal toward which we are pushing forward. 
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Senator Fercuson. Why would you have a Navy hospital and an 
Army hospital? The Navy beds were costing $35 a day, the Army 
beds $14 a day. You did not have enough in either to fill it. You 
could have had both in one, but you had to keep them going. 

Mr. McNet. That perhaps is not perfect yet, but a great deal of 
work has been done on it. That was about 2 years ago? 

Senator Fereuson. About a year ago. 

Mr. McNew. I think a considerable amount of work has been 
done. I will not say it is perfect yet. All I want to say is that there 
are a considerable number of things of that type going on. Maybe 
we are not very good salesmen, because we are not telling the story 
as well as we should. I would like to say that does not excuse us for 
some of the things we are not yet doing. 

Senator O’Manoney. Of course the real point, Mr. McNeil, is how 
can we best make it the responsible duty of officers in the field not to 
be extravagant. 

Mr. McNet. Some of these things I have just been discussing, such 
as the printing, the clothing operation, putting medical supplies under 
proper inventory and dollar controls so they are not utilized unless 
there is some money in that year’s account, all that assists in aaa 
the local person both with a cost consciousness and enables him fully 
to utilize—— 

Senator O’Manonry. Are specific instructions given to these men ? 

Mr. McNew. Yes, sir. 

Senator Fercuson. Have you had discipline for extravagance? 

Mr. McNeu. Yes, but I doubt that it would satisfy fully the feel- 
ings of everyone. 























-COST-CONSCIOUS PROGRAM 








Senator SarronsraLu. Also for the first time this year cost con- 
sciousness has been put on an officer’s rating; is that not correct? 

Mr. McNew. Yes, sir. One of the individuals who works with Mr. 
Garlock was out at the recent maneuvers in Texas and when he came 
back told me of the interest and the discussions around at lunch, break- 
fast, and so forth, of the officers in the field of this cost-conscious pro- 
gram, which I think Secretary Pace discussed with you. I was sur- 
prised that it had gone as far and that down deep in their heart they 
were as enthusiastic about it as he told me they were. 

Senator O’Manoney. I do not want to ask you these questions, sir, 
because you are wearing civilian clothes, so I am going to ask the 
budget officers : What is the best way to make the man in uniform, who 
carries a soldier strap, responsive to this demand that is raising from 
the public and from the Congress, and properly so, that money shall 
not be wasted in military operations. 

* I will ask you first, Admiral Solomons, Deputy Comptroller of the 
Navy. 


STATEMENT OF REAR ADM. E. A. SOLOMONS, UNITED STATES NAVY, 
DEPUTY COMPTROLLER OF THE NAVY 






















MANAGEMENT OF EXPENDITURES 


Admiral Sotomons. The only way that I know that you can gain 
the ends desired both by the Congress and by the military departments 
is education of the individual in the field that it is his money which 
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is being utilized to paint his ship, it is his money as well as ther rest 
of the country’s money which must be utilized to the very best ad- 
vantage. 

Senator O’Manoney. Does it not take more than education? Does 
it not take an order? Discipline? 

Admiral Sotomons. There is throughout, and I speak of the Navy 
from personal knowledge of operations in the tield, there is a deter- 
mined effort on the part of everyone who has the authority to expend 
public funds, to expend it as wisely and as best they can to accom- 
plish the end of maintaining the service in the highest and best state 
with the available funds. It may be something which you are not 
fully cognizant of that ships run on an allotment. The commanding 
officer of the ship is given an allotment for certain expendable and 
necessary materials and he must determine how much of that can be 
spent for the paint necessary to preserve his ship. He must reserve 
the necessary funds to reimburse the stock funds for the lubricating 
oil that goes into the ship. He must operate within that allotment 
and since it isa very limited fund, expend it carefully and wisely to the 
best advantage. 

SHIP PAINTING 


Senator Frravson. Who determines when a ship should be painted ? 

Admiral Sotomons. The commanding officer. 

Senator Fereuson. Of course there is a way I think in which we 
are falling down. The commanding officer may be the best officer in 
the world as a commander, but what does he know about preservation 
of material? Here isthe trouble. There is a feeling that West Point 
and Annapolis education qualifies you for everything. I just do not 
think it is a fact any more than the University of Michigan can do it, 
that some men know when you should paint a ship because it is essen- 
tial to preserve it. Other men may be great generals and great ad- 
mirals, an admiral on a ship, and not know how much paint is needed. 
He may be painting it all the time just to make it look good. 

Admiral Soromons. That was about what I was going to remark, 
sir, that it is not for appearance that a ship is painted, because a 
scrubbed paint is far better in appearance than a new coat of paint, 
but it is for basic preservation due to your operations and the amount 
of weather and when you see the rust breaking through your paint, 
‘you know you must then go down and scale it and put on your pre- 
servative in order that that ship be maintained and not fall apart. 

- Senator Frercuson. But has it ever been known that you did do 
painting to keep the deck hands busy ? 

Admiral Soromons. No, sir; not that I know of. 

Senator Ferauson. The boys down below will not tell you that. 

Admiral Soromons. And I have done my share of chipping and 
painting in my younger days. 

Senator O’Manoney. Admiral, I suspect there are some young men 
around this table who served in the Navy. 

Senator Fereuson. Some who have gray hair. 

Mr. McNen. The skipper does not just decide to paint the ship from 
hull to the tip of the mast. He is following certain instructions as to 
preserving the metal. 

Admiral] Sotomons. Minimum standards of preservation. 
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Mr. McNew. Those standards are set. The skipper does not go to 
the yard for overhaul whenever he feels like it. 

Senator O’Manoney. I do want to get a statement from General 
Asensio and from General Honnen. I do want to have Mr. Lawton 
answer Senator Saltonstall’s question about the choice between ex- 
penditure limitation and appropriation cuts before we break up. So 
may I ask you, Admiral Solomons, did you have anything else to 
add ¢ 

MANAGEMENT OF BUDGETED FUNDS 


Admiral Sotomons. Only, sir, that in general the management of 
the moneys which the Congress appropriates to the services is under 
constant study in order to improve the utilization of that money as 
wisely and as carefully as we can, and from the Comptroller’s stand- 
point, sir, we are rapidly developing allotment and accounting pro- 
cedures which more closely develop the utilization of each dollar. 

Senator O’Manonry. Will you be good enough to file with the 
committee, not necessarily for inclusion in the record because it may 
be voluminous, the material showing the orders which go to various 
commanding officers requiring them to exercise a responsibility in the 
economical expenditure of funds at their command, and then also 
discuss it with the proper officials in the Department of the Navy, and 
if you have any suggestions for inclusion in this bill as a matter of 
law, provisions which will provide for discipline to make economy 
essential in the mind of expenditure officers, I think the committee will 
be happy to have it. 

And those questions are addressed to you, General Asensio and to 
you, General Honnen, also. 


General Asensio and I take you in the order in which you sit around 
the table. 
(The material referred to was filed with the committee.) 


STATEMENT OF MAJ. GEN. M. J. ASENSIO, DIRECTOR OF THE 
BUDGET, UNITED STATES AIR FORCE 


MANAGEMENT OF EXPENDITURES 


General Asensto. The very size of the Air Force, as is the case in 
the other services as well, demands that it operate on a decentralized 
basis. Obviously we must exercise management functions through 
command. Actually, management is an inherent part of command 
and cannot be ‘divorced from it. It is so recognized and it has been 
the practice for some years in the Air Force to incorporate in the 
efficiency report which we call a report of effectiveness a specific state- 
ment as to the economy of the use of resources by all officers. There 
is a concerted effort to make all echelons exercise proper management. 
Where instances of improper management come to light, prompt ac- 
tion is taken to seek correction. All along the line there is a growing 
improvement. 

Actually I subscribe to Admiral Solomons’ statement to the effect 
that education is necessary by virtue of the fact that we have grown 
apace during the recent past. Under those circumstances we can- 
not be sure that in all instances we have managers where managers 
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should be, that is, managers with the proper degree of management 
ability. Our effort is to bring them up to standard. 


PROCUREMENT PROGRAM 


Senator Fercuson. General, who is responsible for the order allow- 
ing the Air to establish their own supplies, their warehouses, and so 
forth? Could we get the figures as to the cost of that? 

General Asensio. Sir, I think there is a popular misconception with 
regard to certain of the supply activities that are carried on. We do 
not duplicate procurement, single service procurement, as a rule. 

Senator Fereuson. Are you not now establishing your own supply 
in that you are establishing your own warehouses, you are duplicating 
them, having them where the Navy has theirs and where the Marines 
and the Army have theirs, you have separate supplies? 


WAREHOUSES 


General Asensio, In certain instances; yes, sir. As far as that is 
concerned, there are requirements for warehouses. Whether the re- 
quirements for warehouses are split three ways or concentrated under 
one agency is a moot question, but certainly there is no excess ware- 
housing being constructed. 

Senator Frrcuson. When was that established and who is respon- 
sible for that order allowing you to have separate supply depots, and 
so forth? : 

General Asrensio. In degree, separate warehouses have been ayail- 
able to the services even when the Air Force was part of the Army 
as the Air Corps. Of course then it was part of the Army, but never- 
theless for items peculiar to the Air Corps there were specific ware- 
houses available at that time. In many instances it is more economical 
for the Air Force to have warehousing for supplies furnished by the 
Army or Navy, especially in particular localities where the Air Force 
has jurisdiction over a theater. 


NEED FOR SEPARATE WAREHOUSES 


Senator Fercuson. But why can you not warehouse your things in 
the same warehouse? Why does the Navy have to have theirs and the 
Army theirs and the Air theirs? It is just like the hospitalization 
down in Panama. Why should there be two large hospitals, and one 
of them not full. Take the patients out of all of them and you cannot 
fill one. 

General Asenstro. I think you will find a different situation in the 
case of warehouses. As far as that is concerned, there are a great 
many types of items that the Air Force must handle. In many in- 
stances it is much more economical for the Air Force to assume respon- 
sibility for a specific item of supply early in the distribution chain so 
that we do not have duplicate supply systems running in the same 
area, 

Senator O’Manoney. Do you avoid duplicate supply systems in the 
same area? That is the heart of the question. Now, where the Air 
Force is operating alone or the Navy is operating alone or the Army 
is operating alone, why everybody recognizes you must have the same 
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supply service and the warehouse, but we get reports of all three in 
the same spot. 
» Senator Fzrcuson. And all operating a separate place. 

General Asensto. In some instances we have supply systems that 
are operating in the same area, but those systems are so designed that 
there is a full-time job for each, the same warehouse would not be 
required in any case. 

Senator Frereuson. Who supervises to tell that they are full time? 
You have condemnation of land. You have to have the warehouses 
built and these things are expensive out in the field. 

General Asensio. Sir, we have to justifiy our requirements for ware- 
housing. 

Senator O’Manonry. To whom? 

General Asensto, To the Congress, sir. 

Senator Fercuson. You mean that you have told us that you have 
been separating and building these separately? Do you come in here 
and say, “Here is so much warehouse space that is needed. Here the 
Army has so much and the Navy has so much.” 

General Asrensto. No, sir. 

Senator Frerevson. You come in here and say you need ware- 
housing ¢ 

General AsEns10o. We have indicated our requirements and we have 
indicated the specific basis for those requirements. 

Senator CE sioty. Do you do that in the presentation of the 


authorization for public works in the Armed Services Committee? 
General Asensro. Yes, sir; we do. 


SEPARATE SUPPLY SYSTEM 


Senator Frrevson. I have not seen it before our committee here in 
appropriations where you get these separate items and tell us all about 
them. It has been just within a year that it has come to my attention 
that you have been splitting off and building up your organization 
all over the world, building your own supply system. 

General Asrnsio. I think you will find that in practically every 
instance it is not what could be regarded as a duplicate supply system 
inasmuch as the facilities and personnel would be required in either 
case. 

Senator O’Manoney. In the detailed justifications which we have 
there are requests for money for warehouses ? 

General Asensto. Yes, sir. 

Senator O’Manoney. Now, I would like to have some central au- 
thority in the Department of Defense to examine these warehouse 
justifications for all three services and point out to us those instances 
in which they are in the same general area so that we may be able 
to determine the possibility of economizing by denying funds which 
are requested here for duplicate services. We do not want any 
duplication. 

Senator Frereuson. The first thing you know when you have the 
separate services of supply, instead cating things shipped in by the 
Navy, the Air will fly them in. 

General Asensto. That is not our objective. 
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Senator O’Manoney. We are trying to raise protective fences 
around you gentlemen in uniform so that yo will not be accused 
of wasting money. a 
Senator O’Manonery. Now, then, General Honnen. 
General Honnen. Mr. Chairman, may I ask General Decker to 
speak to this? 


STATEMENT OF MAJ. GEN. G. H. DECKER, COMPTROLLER OF THE 
ARMY 


MANAGEMENT OF EXPENDITURES 


General Decker. This is really a matter of, first, indoctrination; 
next training, and then supervision. 

Senator O’Manoney. Rnarhese along the line it ought to be a 
matter of rule and responsibility. Now who in the Army, for ex- 
ample, is responsible for seeing to it that the results of indoctrination 
and experience are actually carried out? 

General Decker. The basic responsibility belongs to the Secretary 
of the Army. 

Senator O’Manoney. I know, but he sits at his desk. I want to 
know who carries it out. 

General Decker. He has to delegate that responsibility. In the 
case of the zone of the interior it is delegated to six Army area com- 
manders, and the commander of the Military District of Washington, 
insofar as the class 1 installations are concerned. The chain of 
command is also a chain of responsibility, each subordinate being re- 
sponsible to his next senior in the chain of command. Responsibility 
is also delegated to the chiefs of the technical services insofar as their 
own installations are concerned. 

Senator O’Manoney. Are they adequately indoctrinated ? 

General Decker. Yes, sir; I believe they are. 

Senator O’Manoney. How are they held responsible or are they 
given a free hand? 

General Decker. They are held responsible to the Chief of Staff 
and through him to the Secretary of the Army for what happens 
within their respective commands. 

Senator O’Manonry. In what way is this responsibility fixed ? 

General Decker. The responsibility is fixed by directives which go 
out from the Department of the Army to the various major echelon 
commanders and from them, in turn, to their subordinates. 

Senator O’Manoney. That is on the way out. The directive has 
gone out. How does it come back so that Washington will know 
that the directives have been carried out? 

General Decker. Each command has its own inspection service, 
each major commander has an inspector general who makes periodic 
inspections of the command. The commander himself and his staff 
will make periodic inspections of the subordinate command. 

Often times the Inspector General of the Army and subordinate 
inspectors general are directed to check for compliance with specific 
directives. Commanders are informed at the time of issuance of the 
specific directive that the Inspector General will inspect for com- 
pliance. 
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Discrepancies, within his area of competence, encountered by any 
inspector are reported orally to the commander of the installation 
being inspected and by written report to the inspector’s commander, 
This written report is sent to the commander whose installation was 
inspected with instructions that he correct the noted discrepancies 
and report that he has done so. Each succeeding inspection is a 
follow-up on the previous inspection. 

Inspections are made et to cover every activity. Audits 
and inventories are specific types of inspection. 

Usually discrepancies are minor and not wilful. These are readily 
corrected. Where discrepancies are flagrant the commander will take 
such action as he deems necessary to correct the situation. 

Senator O’Manoney. Do you recall any instance in which such 
action was taken ? 

General Decker. They would not have come to my particular atten- 
tion. 

Senator Frrauson. Will you find them and bring them over to the 
committee and show us the discipline and the extravagance that you 
found ¢ 

General Decker. A detailed survey will be made if there are any 
examples in the Department, I will furnish them to the committee 
at a later date. 

Senator O’Manoney. Let that be directed to Admiral Solomons 
of the Navy and General Asensio of the Air Force. 

(The information referred to was filed with the committee.) 


Tie eee ici a iui ich, Ieee ee 


RESULT OF PRIOR YEAR LIMITATION ON EXPENDITURES 


Now, there are two questions I want to ask—this one to you, Mr. 
Lawton—about expenditures and appropriations, but first to Mr. Me- 
Neil. Last year we put in the bill a limitation upon funds for ex- 
pean construction, believing that that would save money. What 
nas been. the result ? 

Mr. McNet. The insertion of that section I think has been very 
helpful throughout the Department. 

Senator O’Manoney. It is still in the bill? 

Mr. McNet, It is still in the bill. That gave an indication on 
the part of the Congress as to its desires as to how the construction 
program was to be carried out. In other words, instead of indicating 
as was thought in December 1950 that this was to be done instantly 
regardless of cost, it expressed the desire of Congress to have it done 
orderly, efficiently, and effectively. That statement together with the 
one that no funds would be used for rushing something to comple- 
tion by expediting construction meant that the responsibility for 
carrying out an orderly and effective program was across the board. 

Senator O’Manonry. That has resulted in saving money? 

Mr. McNei. Yes, sir. 

Senator O’Manoney. Could that be allied also to funds for expe- 
diting production. 
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CONSTRUCTION LIMITATION 


Well, think it over and file a written statement with us. ; 
Mr. McNet. I would have to give some thought to that because the 
whole program of production is geared to a different 
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Senator O’Manoney. I know it is important and it falls in a differ- 
ent category, but since the one resulted in some savings, perhaps you 
might find some savings in the other. 

The information was furnished to the committee.) 


REDUCTION OF APPROPRIATIONS 


Senator O’Manoney. Mr. Lawton, you have been regaled here this 
morning with a broad discussion of various phases. Now, the question 
is, which is the better, a limitation upon expenditures or a reduction 
of appropriations? 

Mr. Lawton. Reduction of appropriations. 

Senator O’Manonry. If we follow the reduction of appropriations, 
how can we prevent the submission later of supplemental estimates 
which in effect will mean the restoration of the cuts that were made? 

Mr. Lawton. The question of restoration of the cuts is one thing. 
The bulk of supplemental] estimates, as you are well aware, do not 
come from restoration of specific cuts as a general thing, they come 
from changes of conditions. You have an estimate here that is based 
on peacetime attrition rates in Korea after June 30, 1952. You can 
easily have a different set of conditions that would change the require- 
ments for funds on that basis. 

Getting back to the basic question, the reason I say the appropria- 
tions method is better, it is better for several reasons. 

Senator Frreuson. That kind of thing about Korea only takes place 
when you have war, that is what you have in mind? 

Mr. Lawron. I am talking about a resumption of at least a scale 
of hostilities which could make a decided difference in the require- 
ments of funds. 


APPROPRIATIONS VERSUS EXPENDITURES 


The question of appropriations versus expenditures is a question 
simply of cause versus effect. The cause of expenditures, the reason 
for expenditures derives from appropriations which are enacted by 
the Congress to carry out a program which has been presented to it by 
the administration, in this case by the Department of Defense, to ac- 
complish certain definite ends, to procure certain amounts of planes, 
certain amounts of tanks, the electronics, and ammunition for the same. 
On the basis of the appropriations granted the procurement is sched- 
uled, contracted for. The expenditure is the ultimate result of the com- 
pletion of those programs and plans. There are expenditures made 
on a basis of work in progress, but the final expenditures do not occur 
until the time of delivery. 

What you are talking about here is the question of effecting delivery 
rather than effecting contracting, because if you want to effect the con- 
tracting you simply revert from—if that is what the expenditure 
limitation is designed to do—you simply come back from the expendi- 
ture limitation and reduce the amount of expenditure of contracting 
or rate of obligation out of your appropriation. 

This type of limitation here says to the Secretary of Defense, “Spend 
$46 billion out of the total appropriations we have made here. Weare 
not saying what programs we are for; we are not saying whether we 
are for this rate. e do not know whether you want to appropriate 
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for this many planes. We will put the money in, but don’t you 


spend it.” 












INTERPRETATION OF EXPENDITURE LIMITATION 






Senator O’Manonry. Some of those in the House who voted for 
this amendment thought that it referred solely to the items that were 
in that bill and in prior bills and did not include items that might be 
in future bills. But that is a question for interpretation. 

Mr. Lawton. It says, “shall not result in total aggregate expendi- 
j tures of the agencies provided for herein.” 

Senator O’Manoney. I think the legal interpretation is an inter- 
pretation of legal expenditures from whatever source or whatever 
authority during fiscal year 1953. 

Mr. Lawton. Only 40 percent of 1953 expenditures will derive from 
appropriations in this bill. Sixty percent of those expenditures de- 
rive from appropriations made in 1950, 1951, and 1952. 

Senator A scacwetadel: Mr. Chairman, I would like to ask Mr. Law- 
ton just this one question, because he may not come up here again. 
The Bureau of the Budget cut the Defense Department estimates of 
expenditures from $52 billion to $50 billion. My first question is: 
Did you do that in consultation with the Department of Defense or 
did you do it on your own authority on the cost which you had; and, 
two, when you did it, did you do it with any reference to the amount 
of debt limit of $275 billion and whether or not that might have to be 
increased ¢ 

Mr. Lawton. The answer to the first question is: We did it on our 
own and our own judgment rather than the consultation with the 
Department of Dedeaes. The second question was that it did not 
relate to the debt limit. 

Senator Satronstauy. It did not relate to the debt limit? 

Mr. Lawton. It did not. 
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: Senator SaALronstaLy. So, you did it on your responsibility, which 
*  ieant that the Department of Defense would have to revamp its 
j figures downward ? 

4 Mr. Lawron. No; it did not mean that the Department of Defense 
_ would have to revamp its figures downward at all. That is the point. 
: It meant that it was our judgment that out of the appropriations that 
/ were requesed in this ale and out of prior balances for appropria- 
' _ tions the rate of expenditure would probably not wind up or the total 
j expenditure for the year would not wind up at more than $50 billion. 
| Ifthe Department of Defense was to spend $51 billion, the putting 
_ _ of that $50 billion figure in there would not affect that. We did not 






put an expenditure ceiling on the Department of Defense. We pre- 
. sented our estimate of what we thought the final result was going 
- _ tobe in the way of expenditures. 
q Senator Fereuson. But the President put a ceiling on when he said 
$60 billion. 

Mr. Lawton. The President told the Department of Defense to get 
& program which would result in ccepenitsires of that amount of 
money, 

Senator Frrevson. Yes. When we put a limitation we say, “You 
make a program within it.” 
Mr. Lawron. No; you are not saying that. 
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Senator Fercuson. Why not? 

Mr. Lawton. Because the program was changed from the initial 
submission and has been reduced, The final reduction made by the 
Bureau of the Budget was $3 billion on the appropriation side of it. 

Senator Frrevson. But this limitation is like telling the Depart- 
ment, “Here is $46 billion. That is all you can spend. Make your 
program within it.” Is that not what it is? 

Mr. McNett, Senator Ferguson, there is a big difference between 
planning a program for the year following July 1, 1952, 6 months 
ahead, and doing it 30 days before the year starts, a tremendous 
difference. 

Senator Frreuson. I know there is. 

Mr. Lawron. It was a final judgment made in the Department of 
Defense appropriations, not expenditures, from $55 billion to $52 
billion. 

Senator SaLtronstatL. What it amounts to is that, if the Department 
of Defense was more correct than you, it would mean that the Presi- 
dent’s estimate of how to balance the budget and the amount of the 
deficit, and so forth, and so on, would all be altered. Would it not? 

Mr. Lawton. And every other expenditure estimated in the budget. 
If every other budget were identical and this expenditure came out a 
little higher, there would be a greater deficit than the one set forth in 
the budget. 

Senator Sauronsrat.. Because the Government is run on a cash 
basis. 

Mr. Lawton. We have the same problem with every other expendi- 
ture estimate in here. Our record has not been one of bearing on the 
down side too much in the late years. 

Senator Haypen. I can understand that you make an estimate about 
how much money will be actually expended based upon prior appro- 
priations made. You may be above or below what the expenditures 
are, but that is not a ceiling on the expenditure. 

Mr. Lawton. That is correct. 


APPROPRIATIONS SERVE AS BUDGET CEILINGS 


Senator Haypen. On the other hand, when Congress appropriates 
money in a certain sum, that is a ceiling. 

Mr. Lawton. That is a ceiling on the amount of commitments and 
obligations that that agency can incur and which later will result in 
expenditures whether it be in the same year or in the subsequent fiscal 
year. 

Senator Haypen. What confuses me about this House limitation is 
that it does not take into consideration the amount of comparatively 
new money that we are putting into this business, which may or may 
not be expended within the year, but it is tying strings to money ap- 
propriated last year and the year before combined with the new 
money. 

Mr. Lawton. That is correct. 

Senator Haypen. I do not see as a practical matter how you can 
unravel a snarl of that kind and make it work. It does not look 
practical. 
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Mr. Lawton. If you prorate it, it would be 60 percent application 
to appropriations prior to 1953 and 40 percent application to ap- 
propriations for 1953. 

Senator Haypren. With the appropriations made in prior years 
you have entered into contracts. Now, if you are going to cut that 
expenditure, how are you going to pay the contracts? You run into 
practical difficulties, and I do not see how it is feasible to carry them 
out. 

Mr. Lawton. What you are talking about here roughly is 3 or 4 
weeks’ procurement. We will make them wait and borrow money to 
carry their operations for that period of time. 

Senator Haypen. One Congressman said to me that the effect of the 
thing would simply mean that if you were cut off $5 billion, all right, 
you are spending $60 billion a year. It just means you put over the 
payment another month, but you just pay 

Mr. Lawron. And finance them out of other Government loans, 
which would not get you anywhere. 

Senator HaypveNn. It saves no money. 

Senator O’Manoney. I asked Mr. McNeil and Mr. Garlock to get 
from the three services specific statements with respect to what the 
limitation on expenditure, to the effect as to what that would do to 
the procurement program. I am not going to read those. I am going 
to put them in the record, but I want to summarize this material for 
you because I have gone over it very carefully. This is what I 
discovered. 




























UNEXECUTED DEFENSE CONTRACTS 









The Army, for example, has outstanding, 474,000 contracts under 
funds appropriated during calendar 1951 and prior years for the de- 
livery of items in 1953, including such things as medium tanks, for 
which the cancellation of one contract, closing one facility, would 
affect 30 subcontractors and an unknown number of suppliers. 

There were 105 end items to be furnished under 257 prime contracts 
which are bound for delivery in fisccal 1953 but to be paid for out of 
funds appropriated in prior years, indicating what Mr. Lawton has 
just said that 40 percent of this budget, as I understood your figure, 
40 percent of the expenditures in 1953 would be for items purchased 
cole prior authority. 

Mr. Lawton. Sixty percent for prior appropriations and 40 percent 
out of current appropriations. 

Senator O’Manonry. As to the Navy, they have 55,000 prime con- 
tracts for over $10,000 apiece. They have 250,000 contracts under 
$10,000, thus indicating the tremendous size of this operation. Ship- 
building and conversion, they told us, could be cut back or would have 
to be cut back. They have under construction some five submarines 
and eight mine craft which would be affected by this cut-back. 

Then, as to ships that are under reconversion, some 7 aircraft car- 
riers, 20 submarines, 26 amphibious and mine craft and 12 destroyers, 
to say nothing of their aircraft. 

4 The Air Force told of some 3,500 aircraft contracts plus 2,000 other 
| 4 contracts for bombs, etc., for delivery from appropriations made in 
4 prior years, and they tell us in this showing that the cut-back would 
4 affect 54 percent of the models or types of aircraft, to say nothing of 
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the air rockets, the bombs, the ammunition, and other things which 
would be cut back. 

Now, the material which I got from the Army and the Navy was in 
such form that it may be printed in the record. The material that I 
got from the Air Force was not in that form, and I will ask you, 
General Asensio, to see that it is put in form which may be printed in 
the record. 

I will put these other two items in the record for this morning. 

(The material referred to is as follows :) 


Department of the Army 
ORDNANCE CORPS 
[Total, $2,508,587,000] 





) 


Delivery required to 
| 























| 
| be deferred ‘Num. — —- 
Program Item enone nl con- io ) to be 
| | é trac- slowed! can- 
— | Dollar value | tors | down | Sea 
sits oto oa ep | ee 
| | 
1100—Weapons.---.-- Be WO. ok doa ch beaten dae Ses 20 300 | $65, 935,000 1} 1 0 
Medium Tank iain’ bekicon edd 3,110 949, 184, 400 5 3 2 
Gun, Twin, 40-mm, 8. P. T141_____- 420 84, 451, 000 2 1 1 
Howitzer, 105-mm, 8. P.T98........| 180 | 37,853,000 Puy 0 
Howitzer, 155-mm, 8. P. T99______. 120 34, 433, 000 1 0 1 
Gun, 155-mm, 8. P. T97........... | 66 21, 902, 000 1 0 1 
) ewer, ©. 6. ©. Teee.....—.- ue) 45 15, 029, 000 
Coe Cargo, Amph., 1-ton, 120 10, 209, 000 1 0 1 
46E1. l 
Tractor, Cargo, M8E1____. ---.| 340] 48,410,000} 1} 0 1 
| Vehicle, Armored, Inf., TI8SE1......| 1,000 161,044,000 2 1 1 
| Vehicle, Armored, Eng., T39___.__. 39 11, 903, 000 1 0 1 
| Wrecker, H. S., T4__. Pinon 59 9, 876, 000 1 0 1 
| Fire Control System, AA, T33___.__| 144 65, 856, 000 2 1) @ 
Gun, 75-mm, AA, T83E1_.__. sack OF 32, 573, 000 2 2 0 
Rifle, 57-mm, M18. -.........-.....- | 1,086 1, 901, 000 1 | 1 | 0 
See, TONE, MEMEs 6 6 so neccnccdce ce | 329 651, 000 1 1 0 
Mortar, 81-mm. M29.__.__........-- | 1,087 1, 896, 000 1 1 0 
Launcher, rocket, 4.5’, T123_....--.) 40 600, 000 1 1 0 
1200—Vehicles (Non- | 4-Ton, 4x 4, Truck. ....-...-...---- 54,753 | 159, 988, 000 | 1 0 
Combat). I 
34-Ton, RU SN oii ccceaets | 15,678 74, 329, 000 1} 1 0 
| 214-Ton, 6 x 6, Truck__.__....-...... 53, 556 | 508, 461, 000 3 | 1 2 
Be Ee a chiineseccascccune | 8,716 159, 224, 000 3 2 1 
Bi} Seepage eae 3, 000 1, 113, 000 1} 1 0 
I | 9,370} — 8,105,000 2 0 1 
144-Ton Trailer_.....-..----.------- | 8,439 | 9, 283, 000 u* 4 0 
1600—Army Aircraft. — Helicopter, transport type, 27 7, 263,000 | (2) |-n-seen|aneeee 
| —25. 
Aircraft, Helicopter, utility, H-23A_ 52 3 376,000 | @): dacs a. 
a" helicopter, transport type, 15 To 1. TR Sisscoheatienatice 
il z | 
a he helicopter transport type, 7 2, G10, C00.) 49)» bod. wh... 
19. 
Atent, multi-place fixed wing, 25 2, 630,000 | (2) j.....2.]}.-.-.- 
3B. 
Aircraft, two-place, fixed wing, 195 3, 638,000 | (#) |....---]...--- 
Cessna L-19. 
Aircraft, helicopter, utility, H-13D_- 120 TOOT eo Neaa deeaioiecen 


11 to run out schedule. 
2 Procured by Air Force. Effect on contractors not known. 
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Department of the Army—Continued 
TRANSPORTATION CORPS 
[Total, $76,274,000] 
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Bi | 
F Delivery required to Num-| Num.|Num- 
i be deferred lber off ber her 
& Program Item |__| con- | to be | to be 
‘ Num- | trac- |slowed! can- 
: ber | Dollar value | tors | down | celed 
2 PERE Nae AO ELEC D APM MOR BE: MoS 
4 
4 1500—Other Major | Barge, deck cargo, non-propelled, 100 $2,093,000 | (3) eee 
a Procurement. steel, sectionalized, meeting, 81’, 
| Design 7001. 
4 Barge, deck cargo, non-propelled, 24 eeO SC) Vascwsaclacaaca 
| steel, 110’, Design 7005. 
% | Barge, deck cargo, non-propelled, 56 2,893,000 | (8) j....... a 
i | steel, 585-Ton, 120’, Design 231 A. | | | 
é | Barge, deck or liquid cargo, non- | 7 | 597,000 | (8) j--.---- ae sis 
; | yropelled, steel, 578-Ton or 4,160- | 
3 bl 120’, Design 231 B. 
$ Boat, passenger and cargo, Diesel, 5 | 628, 000 (3) eset 
, steel, 65’, Design 2001. | 
& Boat, patrol, Diesel, wood, 37’, De- | 50 | a ee See 
; sign 243 B, | 
g Boat, patrol, Diesel, wood, 63’, De- | 10 | 910,000 | (%) |-.-..---- Jeescee 
% sign 4002. | | j 
: Crane, floating, revolving, Diesel, | 3 | es fk el 
: elec., steel, 60-Ton, Design 413 D. | | 
s Landing craft, mech., Mark VI, | a Meee «© }...-...1...... 
i (LCM-6). | 
e Landing craft, mech., Mark VIII, 140} 16,170,000} (8) |-...--.-]..---. 
(LCM-8). | 
x Tug, harbor, Diesel, 200-HP, steel, 40 | meee + 6 O) 1.....<-}...cas 
: 45’, Design 320. 
4 Tug, harbor, Diesel, 600-HP, steel, | 3 | ED SO): Boncandewcuce 
‘ 65’, Design 3004. | | 
3 | Tug, harbor, Diesel, 1,200-HP, steel, | 2 | — fe eS eee See 
7 | 100’, Design 3006. 
a | Locomotive, Diesel elec., 564%” | 27 | 1, 531, 000 1 |} 1} 0 
x | gauge, 48-ton, 04-40 wheel, Do- | | 
¥ mestic Service. | 
a Locomotive, Diesel elec., 5644” 41 2, 326, 000 | 1 1 0 
% auge, 48-Ton, 044-0 Wheel, | 
3 oreign Service. | | 
¢ Locomotive, Diesel elec., 564” 81 13, 952, 000 1} 1} 0 
3 auge, 120-ton, 0-660 Wheel, | 
: oreign Service. | 
; Crane, railway, revolving, Diesel, 12 SEG 8 OO Secganshcciuwe 
ie | elec., 5644” gauge, 40-ton, Do- | 
3 mestie Service. | 
: Crane, railway revolving, Diesel, 18 666,000 | (3) |....... Ds sinrasal 
§ 5614" gauge, 25-ton, Domestic | | 
¥ Service. 
| Railway Car, box, 5644” gauge, 40- | 1,410 | 8, 002, 000 | 1 1 0 
| ton, 8-wheel, Foreign Service. 
Railway Car, gondola, high side, | 200 | 1, 183, 000 | 1 1 0 
| 5644 gauge, 40-ton, 8-wheel, | 
Foreign Serv. | | | 
Railway Car, refrigerator, 5644” | 135 | 2, 025, 000 | 1} 1 | 0 
gauge, 8-wheel, Domestic Service. } | 
; Barge, refrigerated cargo, non- | 2 | CGO TO feccennchecncns 
% yropelled, steel, 14,200 cu. ft., | 
; Yesign 7010. | 
Landing Ship Utility LSU_._...--- 5 | Saree) OF lashes 
Propelling Unit, Design 9002_.......- 28 873,000 | (4 \-- pda theeneee 








*Procured by Navy. Contractual Information not available. 
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Department of the Army—Continued 
CORPS OF ENGINEERS 


[Total, $104,515,000) 








Item 





Truck, fire, Class 530, 2!4-ton, 6 x 6, | 


500-GPM (Less Chassis). 


Truck, Cargo, Military Bridging, | 


5-ton, 6 x 6 (Less Chassis). 


| Truck, Dump Body, 10 Cu. Yd-_-... 


1500—Other Major | 
Procurement. 





Balk, Aluminum, Deck, Normal, 
14’ x 1134 Inch Long. 


| Bridge, Fixed, Steel, Panel Bailey 


Type M-2. 


| Bridge, Floating, Ponton, Pneu- 


matic, Divisional. 

Crane, Shovel, Power Unit, Revolv- 
ing, Truck Mtd., 20-Ton Cap., 
10’ Radius, 34 Cu. Yd. 

Distributor, Bituminous Material, 
Truck Mounted, 800 Gals. 

Tractor, Crawler Type, DD, 8,600 


to 12,000 Lbs. Drawbar Full, (D-4 | 


or Equal). 
Tractor, Wheel Type, 20,025 to 
27,000 Lbs. Special with Bulldozer. 
Generator Set, Elec., Port., DD, 


Skid Mtd., Liquid Cooled, 60-Cy. | 


15-KW. 

Generator Set, Elec., Port., Gaso- 
line Driven, Skid Mtd., Liquid 
Cooled, 60-Cy., KW. 

Shop Equipment, Motorized, Gen- 
eral Purpose Repair. 

Welder, Elec., Arc, GD, 300-AMP, 
Skid Mtd. w/3 KW, 115-Volt, DC 
Aux. Generator. 

Generator Set, Elec., Port., Diesel 
Driven, Skid Mtd., Liquid 
Cooled, 60-Cycle, 100-K W. 


Motor, Outboard, 25-HP_.__......_- 


Pump, Centrifugal, for Petroleum 
Pipeline, Skid Mtd., 250-BPH. 

Tank, Steel, Vertical, Bolted, 
Knockdown, , Sealed Openings, 
10,000-Bbl. 

Tank, Storage, Canvas, Water, 
3,000 Gal. Complete. 


6 Ordinance’procured, Effect is on truck facilities, 








Num- 
ber 


112 | 
240 | 
84 | 
5, 000 | 
445 

132 | 


193 


65 
253 | 


345 


421 | 


211 


132 


1, 475 


‘ 


160 | 





Delivery required to N 
be deferred 


| Dollar value 


$875, 392 
344, 640 


1, 469, 160 
1, 020, 000 


30, 260, 000 
50, 820, 000 


5, 455, 724 


1, 159, 340 | 


1, 185, 305 


990, 000 
1, 520, 415 


938, 830 


105, 903 


546, 270 | 


1, 603, 800 

774, 375 
3, 458, 010 
1, 672, 000 


315, 456 





} } 
} j 
um-| Num- |Num- 
ber of} ber | ber 
| eon- | to be | to be 
trac- |slowed| can- 
tors | down | celed 
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2 1| 1 
| 2 1) 0 
rae dee ae 
ieee tl 
| 10 2 | 8 
| 10 0; 0 
| 10 Choy 
1 1 | 0 
= ie 1 | 0 
1 1 0 
3 3 0 
4 4 0 
0 | 0 | 0 
2 2 0 
1 l 0 
1 1 0 
3 2 1 
i 2; 0 
2 4 8 
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Department of the Army—Continued 
QUARTERMASTER CORPS 
(Total, $22,172,000) 


livery re ire y y e ‘ 
Delivery required to Nym-) Num- |Num- 

be deferred ber of} ber ber 

Program meee ——-———-| con- | to be | to be 
trac- jslowed) can- 

Dollar value | tors | down | celed 


Num- 
ber 


1200—Vehicles (Non- | Semi-trailer, Refrigerator, 744-Ton. .- $1, 495, 800 
Combat). 
1500—Other Major | Crane, Whse., Mobile, Gas, 10,000- ¢ 1, 678, 27 
Procurement. lb., Slewing Boom. 
| Truck, Fork, Elec., ESP, 2,000-Tb., 1, 055, 095 
24” LC, 130” Lift, SRT. 
| Truck, Fork, Elec., SP, 2,000-lb., 327 1, 071, 579 
24” LC, 130” Lift, NSP. 
| Truck, Fork, Elec, ESP, 4,000-Ib., 1, 656, 144 
| 24” LC, 144” Lift, NSP. | 
Truck, Fork, Elec., SP, 4,000-Ib., 1, 769, 702 
24” LO, 144” Lift, SRT. 
Truck, Fork, Gas, 3,500-Ib., 24” LC, 2, 653, 602 
144” Lift, Pneumatic Tires. 
| Truck, Fork, Gas, 6,000-Ib., w/24’’ 2, 222, 798 
| LC, 168” Lift, Pneumatic Tires | 
Truck, Fork, Gas, 15,000-lb., w/24’’ 1, 715, 564 
| LO, 210” Lift, Pneumatic Tires. 
Crane, Whse., Mobile Flec., 6,000- 36 387, 465 
| Ib, Slewing Boom. 
Tractor, Whse., Elec. Spark nroof, 502, 112 
2,000 DBP 3-Wh. Dual Front 
Wheel ST. 
Tractor, Whse., Elec. Spark proof, ‘ 875, 856 
4,000# DBP, 4-Wh. Solid Rubber | 
| Tire. 
| Tractor, Whse., Elec., Non-Spark, 
4,000# DBP. 
| Tractor, Whse., Gas, 7,500# DBP g 148, 700 
4-Whl Pneumatic Tire. 
Truck, Fork, Gas, 2,000# w/24’’ Load 2. 349, 550 
Center, 130” Lift, Solid Rubber 
Tire. | 
Truck, Fork, Gas, 10,000# w/24’’ ‘ , 405, 880 
Load Center, 210” Lift, Pneumatic 
Tire. 
Truck, Straddle, Gas, 30,000-Ib. 87 R38, 506 
Capacity. | 


‘Procured by Navy. Contractua! information not available, 
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Department of the Army—Continued 
SIGNAL CORPS 
[Total, $263,424,000] 








Delivery required to \Num-| Num- |Num- 
be deferred 


ber of} ber | ber 























Program Item con- | to be | to be 
Nam- | Dottar vatue | Fae [elowed| can, 
1200—Vehicles (Non- | V-17/MTQ Truck._.._.__....._..--- 831 | $7,352, 688 2 2 0 
Combat). V=iee 2s Bee... ..----.---- 175 1, 649, 200 1 1 0 
V-41/GT Truck - Jie ebints 342 1, 710, 000 OP Bissett ie 
1300—Electronics and | AM-65( )/GRC Amplifier___ i 23, 765 | 3, 873, 695 3 0 3 
Communications. AM/GGC-3 Reperforator Teletype- 1,114 | 6, 684, 000 2 0 2 
writer. 
AN/GRA-6 Control Group. ..._._.. 38, 672 9, 831, 969 5 3 2 
AN/GRC-10 Radio Set... .........- 484 3, 878, 292 2 0 2 
AN/GRC-19 Radio Set_...........- 325 3, 087, 500 3 0 3 
AN/GRR-5 Radio Set_._...____- -.-| 4,200 3, 990, 000 3 2 1 
AN/GSS-1 Radio Set__....._- 98 490. 000 1 0 1 
AN/MPQ-10 Mobile Counter Mor- 92 11, 960, 000 1 1 0 
tar Fire Contro] Radar. 
AN/MRC-2 Radio Set............-- 33 955, 152 2 1 1 
AN/MRQ- 2 Radio Set_. diets 30 1, 050, 000 1 1 0 
AN/MTQ-1 Operations Center. 36 2, 160. 000 1 1 0 
AN/PRC-6 Radio Set__........._... 22, 237 5, 559, 250 | 4 3 1 
AN/PRC-8 Radio Set.......--...... 1, 289 £47, 825 | 
AN/PRC-9 Radio Set_._....._..... 6, 913 2, 938, 025 3 2 1 
AN/PRC-10 Radio Set......-_._. ...| 24, 226 10, 296, C50 
AN/PRC-14 Radio Set_.._........-. 360 924,840 | (7) git et 
AN/TCC-4 Telegraph Terminal 550 6, 211, 150 2 1 1 
AN/TCC-5 Repeater... _- ; 479, 880 1 1 0 
AN/TCC-13 Multiplexer Set____._- 34 1, 091, 400 1 0 1 
AN/TIQ-2 Pubiic Address Set_____- -| 1,656 1, 316, 520 4 2 2 
AN/TN ;- 1 Sound Locating Set.. _. 163 2, 445, 000 2 0 2 
AN/TPS-1D Radar Set... .........- 156 aes eee |. O). h.....<.1...... 
AN/TPX-19 Radar Set............. 156 690, 144 2 2 0 
AN/TP X-22 Radar Set.............-. 100 1, 111, 200 2 1 1 
AN/TRC-22 Radio Set_..........--. 46 110, 400 1 0 1 
AN/TRC-24 Radio Set_............ 32 711, 392 2 0 2 
AN/UPM-6( ) Radar Test Set... 64 a ee 8 Cy Ecc ce cdeceews 
AN/VRC-6 Radio Set_....._........ 1, 385 1, 662, C00 1 0 1 
AN/VRC-19 Ground Radio Set... 360 306, 000 1 0 1 
C-375/V RC Control Box_._._......- 117, 234 3, 589, 705 5 0 5 
C-435( )/GRC Control............ 26, 139 4, 105, 914 4 2 2 
CU-260( )/G Telephone Loading | 222,384 8, 509, 200 2 0 2 
Coil Assembl | 
CX-162( )/G Gable Assembly - _..- 66, 457 9, 835, 636 3 0 3 
CX-1606/G Cable Assembly—100 ft 25, 254 1, 515, 240 6 3 3 
FR-~4( ) URR Frequency Meter.__| 1, 493 783, 825 0 0 0 
G-8( )/GRC Generator ._........_- RA4 315, 360 2] 1 1 
| IE-9 Test Equipment -..-........) 254 762, 000 2 1 | 1 
Mraeee )//GR Mounting.._....._- 4,449 1, 138, 944 3 1 2 
MT-299( )/GR Mounting__._...... | 11,675 1, 175, 555 3 | 1 2 
MT-327( )/GR Mounting._.......- | 4,395 527, 400 2 | 1 1 
MX-683/GR Intercept Instrument | 37 602, 397 2) 0 2 
Kit | | | 
| OA-301/GR Radio Transmitting | 151 | — 3,020,000 oO}; o| o 
Group. | 
| PU-75 Power Unit..................| 1,386 | Oraceees Op toe 
| PP-112( )/GRC Power Supply. -- 41, 921 9, 958, 333 7 | 0} 7 
| PU-26( )/U Power Unit____..____- | 388 SD OR. Lis ae hve 
| PU-107( )/U Power Unit “bed 283 434, 971 1 | 1 0 
| R-108( )/GRC Radio Receiver.....| 3,477 1, 525, 985 3 | 2 | 1 
| R-109( )/GRC Radio Receiver.....| 2,757] 1,200,661} 31] 2 1 
| R-110( )/GRC Radio Receiver | 4,483 1, 972, 520 3 | 2 | 1 
| RD-54( )/TP Azimuth Elevation | 193 1, 286, 345 1 | 0 1 
| _ Range Recorder. | 
RT-67( )/GRC_ Receiver Trans- 12, 616 10, 294, 656 | 3 | 1 | 2 
mitter. | | i 
| RT-68( )/GRC_ Receiver Trans- 15, 850 13, 123, 800 | 4 2 | 2 
| mitter. 
RT-70( )/GRC_ Receiver Trans- | 26,011 10, 534, 455 4} 1 3 
mitter. | 
SB-22/PT Switchboard 9,786 | 14, 228, 844 3 | 1 | 2 
SB-86( )/P Telephone Switch- 1, 500 | 7, 203, 000 2 1} 1 
board. | 
SC-3(_ )/Signal Generator 386 1, 029, 076 | 1 1 | 0 
TA-126( )/QT Telephone Repeater 733 | 1, 054, 054 | 1 0} 1 
TA-182( )/U Ringer 16, 035 | 4, 008, 750 | 1 | 0 1 
TC y Telenhone Central Office Set 76 1, 900, 000 | 1 1} 0 
TH- ) TC Telegraph Terminal_- 1, 200 960, 000 | 2 1 1 
TS-% 207/U Multimeter ; 4, 946 370, 950 6 4 2 
TS-352/U Multimeter 4, 039 282,730 | () {....... Te 
TT-4/TG Teletypewriter- 300 2, 400, 000 | 2 1 1 
WD-1( )/TT Wire 453 | 43, 488, 000 22 10 12 
4Procured by Navy. § Procured by Ordnance (Army). 
6 Procured by encinoers (Army). 7 Procured by AMC. 
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DEPARTMENT OF THE Navy 
EXPENDITURE LIMITATION 


1. The Navy budgets have been based upon the appropriation of funds for 
well-conceived and coordinated programs, followed by an orderly obligation of 
the funds by allotment or contract for the expeditious and economical production 
of the aircraft, ships, ammunition, missiles, tanks and assorted weapons needed 
for equipping the planned forces and the operation of the Navy’s ships, aircraft 
and supporting establishments. 

2. The contracting system employs many types of contracts, all of which are 
accompanied by delivery schedules, phased to obtain material when required 
for military use and at the most economical price by using every efficient pro- 
duction technique known to the contractors. Payment on large contracts is 
made in most cases on the work as it progresses toward the finished products; 
smaller contracts usually are paid when the material is delivered. No contract 
is in any way encumbered by a clause controlling expenditures. 

3. During the past 2 years, the Navy has let an estimated 55,000 prime con- 
tracts for amounts over $10,000 and 250,000 prime contracts for amounts under 
$10,000 which affect payments to, be made in fiscal year 1953 to accelerate the 
military readiness program. Complex production problems have been worked 
out with contractors, involving plant expansions, manufacture of machine tools, 
availability of critical material, ete. Prime contractors have established their 
supply sources from subcontractors, manufacturing components of the intricate 
equipments of modern warfare. 

4. The specific effect of the expenditure limitation on each contract and the 
deferral or cancellation of deliveries of equipment and services cannot be given 
at this time. Before this could be given, the exact amount of the limitation 
given to the Department of the Navy would be required. This would then be 
reallocated to the bureaus and offices who would be required to survey the 
entire program of the Navy giving consideration to the most urgent requirements; 
reserves on hand; status of deliveries on current contracts; and the effect of can- 
cellations and cut-backs on the ultimate number of end items. In some instances, 
cancellation charges might result in receiving none or few end items without 
appreciably affecting expenditures and it would be to the best interest of the 
Government not to change the contract. 

5. Preliminary study indicates that the shipbuilding and conversion work 
currently being conducted in naval shipyards can be better controlled since a 
reduction in this field could be made without involving contract cance)lations, 
resulting in expensive damage suits, cancellation charges, and industry disloca- 
tion. The following ships on which work is in progress in naval shipyards, there- 
fore, would be affected: 6 submarines and 8 minecraft currently under construc- 
tion, and 7 aircraft carriers, 20 submarines, 26 amphibious and minecraft, and 12 
destroyers currently undergoing conversion. It is estimated that this deferral of 
work will result in a reduction of planned expenditures of approximately $600 
million during fiscal year 1953. 

6. It is estimated that the stoppage of shipbuilding and conversion work 
currently being conducted in the naval shipyards would disrupt the workload of 
three vital shipyards and have a serious effect upon the ability of those shipyards 
to carry out their missions during a national emergency. This would reduce in 
a major degree the industrial readiness of the Navy. 

7. Approximately $600 million of aircraft and aircraft component deliveries 
would have to be slowed down beyond the period in which they are required to 
meet naval aviation readiness dates. This slow-down may delay as many as 600 
aircraft and cause a further deficiency beyond the 700 which had been anticipated 
as of December 1954. Such a stretching-out of dollars, at a time when the Navy 
is being vigorously urged to expedite delivery schedules, would completely nullify 
the plans now agreed upon by industry for the modern aircraft so badly needed for 
the defense of the Nation. 

8. It is estimated that the limitation would require a deferral of planned 
expenditures for other major procurement of $400 million. As previously stated, 
specific areas which would be affected cannot be given without a thorough review 
of the entire Navy program. 
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DEPARTMENT OF THE AIR FoRCE 
AIRCRAFT AND RELATED PROCUREMENT 


Previous information submitted by the Air Force concerning the effect of Cou- 
dert amendment on this appropriation reflected a reduction of about 3,000 air- 
craft in currently scheduled deliveries during the period January 1953—June 1954. 
Likewise, a shut-down of certain production facilities was also indicated in the 
preliminary analysis. 

The following is an estimate of specific effects on the aircraft facilities program. 

In the medium bomber program, there would be a cancellation of plans for 
medium-bomber production at one of the three major facilities and a stretch-out 
of production in the other two manufacturers. 

With respect to the fighter aircraft, there would be a discontinuation of part or 
all of the production activity in three of the facilities now in operation. Schedules 
for the other fighter aircraft would be stretched out. 

In the field of transport aircraft, plans for one transport model would be can- 
celed and other transport production, both heavy and medium, will be rescheduled 
downward. 

Two engine facilities could not be retained iy the program. 

Because it will not be economical to support two sources for certain training 
aircraft, plans for producing two models at second source facilities will be can- 
celed. Production work has already been initiated for both. 

As a result of the original stretch-out, and this limitation on expenditures 
would result in an additional stretch-out, certain facilities retained in the pro- 
duction program for the purpose of maintsining a broad industriel base and 
providing expansibility in the event of mobilization have become extremely 
marginal. Such facilities have been retained in some cases, even at the sacrifice 
of lower unit cost, to insure readiness for full mobilization and to permit the 
continuation of production at many small-business concerns which might not 
otherwise participate in the aircraft-production program. It will be necessary 
under the budgetary limitations imposed by this further cut to consolidate much 
of the production now carried on through subcontracting and multiple sources 
in order to effect the economics which can only be attained through production 
of reasonable quantities at a reduced number of produetion plants. Many of 
the contractors furnishing us essential components and parts cannot be retained. 
This will have the effect of reducing the production facilities necessary to the 
support of an accelerated aircraft program, if a greater emergency shonld arise, 
and will reduce our mobilization potential substantially. The Air Force has 
spent considerable sums from past appropriations to establish a broad sub- 
contract base and multiple source for long lead time and critical equipments. 
Not only would such a broadened base be dissipated under this cvt but there 
would be the even more important intangible effect of reducing the feeling urgency 
concerning the aircraft program, and the defense program in general, which 
would result from cancellation or reduction of contracts with the many industries 
whose cooperation has been so urgently solicited. 

These tvpes and numbers of aircraft have been deleted by taking two basic 
factors into consideration: (a) Priority of Air Force program and missions; 
(b) Economical operation of facilities. 

\s stated previously, a cut-back of this size would have an extremely harmful 
effect on the industry and would delay modernization of the 126-combat-wing 
force until approximately June 1957. 

It is extremely difficult to aecurately interpolate this information into the 
number of contracts from fiscal vear 1952 and prior years’ funds which would 
be cut back or canceled. However, it is estimated that the equipment in this 
appropriation scheduled for delivery in fiscal vear 1953 from fiscal year 1952 and 
prior vears’ funds involve some 3,500 individual contracts. The contemplated 
cut-back would effect changes in approximately 54 percent of the aircraft models 
and types or a minimum of 1,900 changes in the total of 3,500 contracts. 


MAJOR PROCUREMENT OTHER THAN AIRCRAFT 


There are approximately 2,000 contracts made in the ‘Major procurement 
other than aircraft” appropriation which would be involved in the deliveries of 
equipment and payments during fiscal year 1953 out of 1952 and prior-year funds. 
In this area, an expenditure reduction of $150,000,000 would necessitate the 
adjustment of the major portion of these contracts. Readiness objectives would 
be correspondingly delayed, and the effect on ammunition and electronics equip- 
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ment for the radar net would endanger the very life line of the United States. 
The determinations reflected in the following evaluations of the expenditure re- 
duction must necessarily be of a preliminary nature, and have been predicated 
on organizational and base objectives and the anticipated availability of aircraft 
in the fiscal-year-1953 phase of the Air Force program. 

From the inception of the Air Force expansion, there have been two main 
equipment goals: 

1. To provide sustaining rates of production having the best capability of ex- 
pansion for possible mobilization. 

2. The provisioning of units with minimum equipment for operational purposes. 

Each goal is conditioned on the other, with the production base considered to 
be of sufficient importance to defer a significant portion of our ‘‘on hand”’ readi- 
ness, Which has been reflected in budget submissions and production scheduling. 
Expenditure reductions would result in neither sufficient equipment on hand 
during the initial critical months of combat operations to support the Air Force 
mission nor a production line in being with the requisite expansion capability 
after hostilities commence. 

An expenditure reduction of $110,000,000 for ammunition would necessitate 
that approximately 22 percent of combat munitions planned for delivery in 
fiscal year 1953 be deferred for an additional year, ve that approximately 30 
percent of the fiscal year 1953 training ammunition requirements be canceled. 
In addition, the deferrals from fiscal year 1953 would have the tremendously 
significant effect of reducing production lines at end fiscal year 1953 by an average 
of approximately 40 panent below the minimum sustaining rate necessary for 
expansion capability during the initial months after D-day. 

With respect to training ammunition, deliveries would only enable a training 
effectivity of 70 percent. The inherent result would be the needless loss of both 
valuable aircraft and inadequately trained aircrews in combat operations. 

The remaining $40,000,000 expenditure reduction would necessitate the deferral 
of a significant pire of ground-support equipment for aircraft, and electronics 
equipment for the control of aircraft and the defense of the United States. Here, 
also, production rates would fall dangerously below necessary sustaining rates for 
acceleration insurance, and would have the initial effect of deferring many items 
of equipment, of which the following are representative: 

(a) Aircraft-towing tractors for servicing aircraft. These tractors are essential 
to the movement of aircraft on the ground prior to take-off and subsequent to 
landing. Improper handling of these aircraft could result in expensive property 
damage. 

(b) Semi-trailers for certain radar sites in the radar net program, thereby 
curtailing the requisite mobility of these units. 

(c) Search-radars for ground-controlled intercept stations, which are an in- 
tegral part of the radar net. 

(d) Primary height finders used in the radar net to determine the altitude of 
approaching aircraft. 

(e) Ground-controlled approach systems for navigational aid at bases. 

(f) Mobile training units, flight simulators, and radio and radar trainers for 
ground training of personnel in Air Force squadrons. Without this valuable 
training, inadequately trained personnel will make additional errors in flight, 
destroying or damaging aircraft and lives. 

(g) Power plants used to start jet aircraft. This would defer support of 
fighter-type aircraft. 

(h) Engine heaters used to preheat aircraft to avoid malfunctions. This 
would defer support of aircraft of all types. 


REASONABLE EXPENDITURE LIMITATION 


Senator SALTonsTALL. I would like to ask Mr. Lawton, perhaps if 
I might put this in ahead of those two things, following up what 
Senator Hayden has said and which we have all discussed this morn- 
ing, assuming that in order to get an appropriation bill, we had to 
agree on an expenditure limitation as far as the Senate was concerned, 
what in your opinion, as-the Budget Director of the President and 
as an expert, would be the figure that you would believe would be a 
reasonable one, that would not tie down the planning or make us 


94846—52——30 
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. break contracts? I think that is a fair question because it is a problem 
that we may have to answer. 

Mr. Lawron. I think that on any sort of basis of that kind, havin 
in mind the fact that you are adding a completely new and additiona 
series of limitations in hundreds and thousands of places all over the 
country, you have to put in a curb on above what you figure the 
actual expenditure result is going to be. 

Senator SatronsTaLu. You say $50 billion; Mr. McNeil says $52 
billion. Those are your best judgments. Now, Mr. Garlock says 
we are going ahead with out so and so forth. Should the figure 
in your opinion be above $52 billion? 

Mr. Lawron. I would think that if you are to reach that sort of 
figure, you would have to do just as the Department of Defense did 
themselves for planning purposes, indicate that we will allot money 
on the basis that will approximate an expenditure rate of an amount 
$2 billion above the figures they are actually coming out with. 

Senator SALTONSTALL. You would say an expenditure limitation to 
be safe would have to be approximately $54 billion four? 

Mr. Lawton. Yes. 

Senator O’Manonry. We are overlooking a very important matter 
in this discussion. One of the justifications for the limitation on 
expenditure is that Congress wants to resume the control of the pur- 
chases. I want to call your attention to the fact that under the terms 
of this House amendment limiting the expenditures to an aggregate 
of $46 billion it is absolutely unavoidable that the Secretary of Defense 
will have to be trusted with the transfer of funds from one objective 
to another and maybe from one service to another, and if we do that, 
then we are not watching the detailed items as we used to watch them. 
I believe that if we were to make an expenditure limitation which was 
of sufficient size to provide the materials that Congress feels ought to 
be provided in order that the armed services may be properly equipped 
and properly maintained and then left to the discretion of the Sec- 
retary, we could save an awful lot of time by refraining from going 
over these details of justifications. But we are saerificing congressional 
control when we do it. 

If we go over the details of the appropriation and say, ‘‘Well, you 
are spending too much for such and such an item, and your appropria- 
tion will not be more than this,”’ then we are exercising congressional 
control over expenditures. 

Of course, abroad in England when the Chancelor of the Exchequer 
comes up with his budget and the Parliament listens to him, they do 
it in this way: They say, “Well, you may have X dollars and you spend 
it to the best of your ability.”” In other words, over there they trust 
the officers to expend wisely. The difference of course is that over in 
England these officers are parliamentary officers. Over here they are 
executive officers and bureaucrats, and because they are bureaucrats 
they must be kept under the whip and the lash all the time. 

Senator SatronsTAu. I know of no two more practical Members of 
Congress than the chairman and the senior member of the Appro- 
priations Committee sitting beside me. 

Senator O’Mauoney. That is Carl Hayden, of Arizona; let the rec- 
ord be clear on that point. 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1953 465 


Senator SaLronsTALL. What I am trying to do is to find out as a 
practical matter what we may have to work out in a conference and 
what is best for these men. 


INTERPRETATION OF SECTION 638 


Senator O’Manoney. Certainly, that is unsuited. Now I will put 
in the record without reading, but I recommend reading to all members 
of the committee, a letter which I have received from Secretary Lovett 
under date of May 16, 1952, in which he responds to my inquiry as to 
the legal effect of section 638, the limitation of expenditures. 

(The material referred to follows:) 


THe SecrRETARY OF DEFENSE, 
Washington, May 16, 1952. 
Hon. Joseru C. O’Manoney, 
United States Senate. 


Dear Senator O’Manoney: You have requested the views of the Department 
of Defense as to whether the provisions of section 638 of the Defense Appropri- 
ation Act, 1953, (H. R. 7391, H. Rept. No. 1685), if made effective with the pas- 
sage of the act, would limit the expenditure of funds which may be made available 
in subsequent supplemental appropriations for the fiscal year 1953. 

This section provides: 

“Spc. 638. Money appropriated in titles II, III, IV, and V, of this Act shall 
be available for expenditure in the fiscal year ending June 30, 1953, only to the 
extent that expenditures thereof shall not result in total aggregate net expendi- 
tures of all agencies provided for herein beyond the total of $46,000,000,000.”’ 

It will be noted that money appropriated in the act is available by the terms 
of this section for expenditure only to the extent that the limitation of $46,000,- 
000,000 is not exceeded. ‘The funds appropriated by this act are only one source 
of funds available to the Department ot Defense for expenditure during the fiscal 
vear. As I advised your committee on April 30, 1952, the major expenditures 
contemplated by the Department are from prior-year appropriations and there 
can be no doubt that such prior-year funds must be included in calculating the 
limitation. In this connection, a proponent of the amendment stated on the 
floor of the House: “* * * this amendment, which would freeze the expendi- 
tures for national defense in the coming year to $46,000,000,000, raises the question 
of whether or not the expenditure of $46,000,000,000 for national defense next 
year is sufficient to provide the security of the United States.” (Congressional 
Record, April 9, 1952, p. 3948). A supporter of the amendment also stated that 
“* * * If this amendment goes through, we can keep the Defense Department 
from spending more than $46,000,000,000 in the fiscal year 1953.”” (Congressional 
Record, April 9, 1952, p. 3951). 

If it be assumed that supplemental appropriations for fiscal 1953 are made to 
the Department of Defense or any of its agencies, such funds would be available 
for expenditure, but only to the extent that expenditure of funds available from 
other sources, including prior year appropriations and appropriations in H. R. 
7391, is reduced so as to bring the total aggregate net expenditure of such agencies 
within the limitation. If expended, funds provided in such supplemental appro- 
priations during the fiscal year 1953, would form a part of the total aggregate net 
expenditure of the Department of Defense as would any other funds expended at 
any time during the fiscal year. 

Accordingly, it is the view of the Department of Defense that in the event of 
enactment of section 638 and in the absence of subsequent congressional increases 
in the limitation provided therein, any funds included in the supplemental 
appropriations for expenditure in 1953 would be required to be considered in the 
application of the total aggregate net limitation. 

have been authorized to state that the Director of the Bureau of the Budget 
shares these views. We would recommend, however, that if a definitive deter- 
mination is desired, it be obtained from the Comptroller General of the United 
States. 

Sincerely yours, 
Rosert A. Loverr. 
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STATUS OF UNOBLIGATED FUNDS 


Senator O’Manonry. May I say to you, Mr. McNeil, that this 
table which we distributed to you this morning does not show the 
unexpended and unobligated balances. I have received from the 
Department, but have not vet made it a part of the record, a table 
showing the status of funds available for obligation in the fiseal years 
1951-52 which does include that material, but it includes it only as 
of January 31, 1952. I think that table ought to be brought up to 
date and made a part of the record. If you will see that is done, it 
will be very much appreciated. 

Mr. McNett. Brought up to date and then by appropriation show 
the amount estimated for obligation May to June? 

Senator O’Mauonery. That would be helpful to the committee. 

(The material referred to follows: ) 
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Senator O’Manonry. Mr. Lawton, is there anything else you think 
you ought to add to this record? 

Mr. Lawron. No, sir. 

Senator O’Manonry. If there is, you may write me a letter. 

As to the budget officers, in due course you will be before us. 

Thank you, gentlemen, for your attendance this morning. 

(Whereupon, at 1:50 p. m., Monday, May 19, 1952, the hearing 
adjourned subject to the call of the Chair.) 





